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PREFACE 


For quite some time now I have beed ading that. seh? 
ing of economics is apt to lose its reality and ® meanings when 
it tends to abstract from the peculiar context of a develop- 
ing country in transition, which has been, on the one hand, 
experiencing demographic pressures and, on the other, un- 
even institutional rigidities and structural changes. Unless, 
demography, economics and sociology join hands in an in- 
terdisciplinary sweep of course content and perspective, the 
teaching of economics (as well as demography and socio- 
logy) cannot be as concrete and meaningful as one would 
wish. 

In view of the importance assigned to our “population 
problem”, it has become part of official educational policy 
to devise ways of introducing the subject into the curricula 
at various levels of education. At the University level, there 
has been a somewhat perfunctory attempt to achieve the 
purpose in view by either starting courses in demography 
(an otherwise desirable step by itself), or to introduce the 
subject as an unassimilated adjunct of the conventional cour- 
ses in economics or sociology. What, however, is needed is 
an approach that cuts across these disciplines. 

In economics, “growth economics” is usually taught in 
its bald and over-simplified form which, more often than 
not, breeds wrong notions and fails to make the Indian em- 
pirical experience truly meaningful. The population dimen- 
sion of the growth process, the institutional rigidities in 
developing countries with rapid population growth, the im- 
plications that such a situation has for the size of the work- 
ing force and the level and quality of population (bearing in 
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mind, particularly, its age composition) are aspects of the 
problem of development, which require to be interwoven, for 
expository purpose, into the fabric of “growth economics”. 
The question of the “choice of techniques” has also to be 
posed, in our context, in the light of the phenomena of mass 
unemployment and under-employment. 


Demographers have been trying to bridge the gap be- 
tween “population dynamics” and “growth economics” so 
that both economic and demographic growth ‘factors now 
tend to become more significant in relation to one another, 
although there is sometimes an unfortunate tendency to ab- 
sorb economics -into demography in such a way as to make 
‘economics’ disappear without leaving a trace. 


Economists and demographers, however, can no longer 
afford to neglect the insights gained by sociologists. It is a 
grievous mistake to think that a country can depend only 
on some kind of a “big push” of investment breaking up an 
archaic socio-economic structure and inducing a “take-oft” 
into the realm of affluence and well-being: Institutional 
changes are far more complex and they cannot be a mere 
by-product of what is narrowly conceived as economic 
change. The assumption that they can be partly explains the 
tragedy of adventurism which has overtaken planning effort 
in many developing countries, especially where, through 
choice or circumstances, a socialistic model of development 
has been preferred. 


One aspect of the wider horizons that stretch before us 
is the present widespread concern for “ecology”, a word 
which has a scientific flavour, but has triggered a worldwide 
popular movement. The world has now been suddenly 
brought face to face with the problem of man’s adaptation 
or the lack of it, to his environment in the broad sense. It 
is a field where biologists, humanists and sociologists have 
joined hands to correct the follies and foibles of a civilization 
caught up in the bold advances of modern science in its ap- 
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plication to the technology of production (and destruction), 
even if it meant spoliation of nature and the eventual ex- 
haustion of natural resources. It is possible to meaning- 
fully understand the population problem in this wider con- 
text of human welfare and in its international aspects. Eco- 
nomists, demographers and sociologists can no longer afford 
to ignore the ecological perspective—the ecological dimen- 
sions of both population and development. 

In the present work there is a modest and tentative 
effort, on the part of an economist, to deal with some of the 
wider interconnections of population growth and develop- 
ment. It is a small introductory reader meant for the stu- 
dent and the citizen. It is illustrative, rather than exhaus- 
tive, in its treatment of what can be a possible integrated ap- 
proach to our basic national problems. My object is to whet 
the reader’s appetite for more, and I shall be happy if this 
limited object is achieved. 

The reader will find in this book a number of formula- 
tions that have a direct bearing on the shape, the priorities 
and the orientation of the Fifth Five-Year Plan—a Plan that 
ostensibly seeks to make a visible impact on mass poverty 
and mass unemployment. These are phenomena that touch 
the core of the subject matter of this book. Indeed, they 
are the co-ordinates of the theoretical frame presented in it 
as an aid to the understanding of our basic national prob- 
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CHAPTER 1 


Population and the Arithmetic 
of Economic Development 


‘POLITICAL ARITHMETIC’ in the case of under-developed coun- 
tries is, basically, the arithmetic of development, which, as 
empirical experience has taught us, is simple and precise, 
although the simple formula of development hides a large 
number of complex factors. Probably it conceals more than 
it reveals. Nevertheless, it has the merit of turning our at- 
tention to the bed-rock of economic reality and preventing 
us from chasing illusions. 


There is what may be called an ‘Iron Law’ of economic 
development, as an economist, Dr. H.W. Singer, has termed 
it. Economic growth is not merely a process of increase of 
output of goods and services but one of cumulative increase. 
There is cumulative economic growth so long as the amount 
of savings, combined with the productivity of savings, yields 
an increase in output, which is faster than the increase of 
population. Each year there will be increment of output 
over the output of the previous year, and this increment, in 
its turn, will yield an increment in successive years. Even 
seemingly small gains can in this way add up to impressive 
amounts like a small sum allowed to compound, although at 
a low rate of interest, over the years. On the other hand, 
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if the amount of savings is so low or the productivity of the 
capital projects in which they are invested is so small that 
the increased output fails to match the increase of popula- 
tion, the economy will stagnate or slide back. Growth will 
cease so long as savings do not rise, or the productivity of 
investment does not increase, or the rate of population 
growth does not fall. The positive factors may operate 


either singly or-in combination to set up a cumulative pro- 
cess, 


Let me take an illustration. If savings are 10 per cent 
of income and if productivity ratios are one-third, i.e., each 
rupee of investment yields 33-1|3 paise of additional output, 
then over-all growth occurs at 3.3 per cent per year (10 per 
cent X 1[3). It is obvious that per capita income wili rise 
so long as the rate of population increase is less than 3.3 per 
cent per year. The arithmetic of development just worked 
out shows that economic development is possible in a state 


of ‘under-development’; it also shows the simple mechanics 
of the growth process. 


How has this arithmetic worked in the case of under- 


developed countries during the nineteen-fifties? A United 
Nations Survey has noted: 


“In much of the world’s under-developed countries 
though average levels of living still remain dangerously low, 
a serious beginning towards self-sustaining growth has been 
recorded. There has been a marked rise in the volume of 
investment. For many of the countries the higher rate of 
investment in the past decade marks a significant break with 
the stagnant economic conditions of the past, and it has al- 
ready borne fruit in an acceleration of economic growth.” 


The rates of growth in output for some under-developed 


and some intermediate or highly developed countries are 
given below: 
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GROWTH RATES—1950-1958 


Some under-developed Average annual rate 
countries per cent 
Traq oo 11.1 
Turkey a 7.8 
Greece dan 6.9 
Philippines 5 . 6.7 
Burma 5.6 
Mexico oo 5.5 
Thailand a 5.0 
Brazil 4.8 
Portugal 3.9 
Ghana 3.8 
UAR. e 3.3 
India = 3.3 
Ceylon 2.8 


Some Intermediate or higħly Average annual rate 


developed countries (per cent) 
Japan 7.9 
West Germany 7.4 
Italy 5.5 
France 4.3 
U.S.A. 3.3 
U.K. . 2.2 
Denmark 2.3 
Sweden 2.9 


These countries are not necessarily representative of 
either group. Also, the range of performance in each is 
wide. Thus there are great differences concealed within the 
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general averages. With this caution, we may note that the 
gross national product was increasing at less than 4 per cent 
in the case of certain countries in either category and more 
than 4 per cent in the case of other countries in either cate- 
gory. Two points ought to strike us immediately. First, a 
given percentage increase on a high base has far greater 
significance than the same growth rate on a very low base. 
U.S.A. and India with 3.3 per cent growth rate do not 
obviously stand on the same footing. Secondly, the popula- 
tions of under-developed countries are expanding much more 
rapidly than the populations of developed countries. Hence 
per capita product is growing much more slowly in under- 
developed countries—2-1|3 per cent annually, as against 
2-2\3 per cent. As a U.N. document puts it, “by absolute 
standards, the material situation of the less developed coun- 
tires as a whole has been gradually getting better, by 
comparative standards it has been getting worse.” 


It is the height of the base on which the average increase 
has occurred which sharply brings out the real difference. 
According to Paul G. Hoffman's estimate, per capita income 
in 100 under-developed countries averaged about $90 in 
1950. It probably reached $100 in 1959. National in- 
come increased by 3 per cent per year, but since the popu- 
lation increased by 200 million the net increase in per 
capita income was only about 1 per cent, i.e., about $1 per 
year. Over the same decade per capita income increased 
by more than $300 in West Germany, by more than $400 
in U.K. and by more than $500 in U.S.A. The estimates 
of incomes of underdeveloped countries are no better than 
intelligent guesses and the dollar estimates of incomes par- 
ticularly are under-stated. But the broad trend noted 
earlier, nevertheless, stands out—the dangerously low levels 
of income in under-developed countries, which tend to cor- 
tode political and social institutions and to generate unde- 
sirable tensions. 
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Let us see how the arithmetic of development has work- 
ed out in the case of our country. The illustration given 
above. which gives a growth rate of 3.3 per cent, directly 
applies to India which showed an annual rate of 3.3 per 
cent in 1950-58. The variabies in the illustration are a 
savings rate of 10 per cent and the productivity ratio of 
one-third. The actual figures might be different in the case 
of India, but whatever the combination of the amount of 
savings and the productivity ratio, the product of the two, 
i.e., the output, was growing at no more than 3.3 per cent 
on a very low base. And much of this growth was wiped 
out by the increase of population. 


Between 1950 and 1958 India’s Gross National Pro- 
duct rose only 30 per cent in real terms, or at best by only 
1.5 per cent a year faster than population. Total agricul- 
tural production rose by about 20-25 per cent, a rate which 
barely balanced the population increase. In industry we 
had a better performance: increase of steel output by about 
25 per cent, of coal by about one-third, of cement by over 
100 per cent, of electric power by nearly 150 per cent, of 
fertilizer output by about 900 per cent. These are im- 
pressive results, but the industrial sector is still so small that 
these increases have a limited impact on total economic 
growth. The results are meagre in terms of the economic rea- 
lity facing the individual citizen—a bare increase of $1 per 
head of population, the average for the group of under-deve- 
loped countries. Again, let us think of the increases over 
a dismally low base. What appears as an impressive rate 
of advance along a statistical curve turns out to be a zero 
rate of improvement for the vast masses of the population. 
We may find that there were 50 per cent more bicycles per 
capita than, say, four years earlier, but still the fact remain- 
ed that perhaps one in 400 owned a bicycle. 


The arithmetic of development has its limitations. It 
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should not be bandied about carelessly. The formula of 
economic development is not a magic formula of economic 
success. Development is not measured merely by the quan- 
titative increase of output. The operation of the variables 
in the arithmetical formula in relation to one another in a 
particular way is a necessary, but not sufficient, condition of 
growth. We go wrong if our attention is diverted from the 
ctitical factors of social and political change. Moreover, it 
is a grave error to imagine as if growth is a mechanical pro- 
cess, that once we are on the so-called “take-off” point on 
the curve of development, there is necessarily “self-sustained” 
growth. Here is an illusion fostered wittingly or unwitting- 
ly by many. Growth is not an automatic process. To use 
the fashionable metaphor of ‘take-off’, a number, of econo- 
mies (Argentina or Turkey) have taken off, but have made 
forced landings. France before the war left ground, but 
never reached a high altitude. U.S. economy got jnto an 
orbit once but crashed in 1929. To use another metaphor 
of the nuclear age, the factors operating on growth, as shown 
in the arithmetical formula, may be pushed to the criticai 
stage, as in atomic fusion, by a cumulative process, but 
they cannot be left alone without disaster. It is not enough 
to get the growth process started; it is also necessary to 
control the factors to get the growth process going smoothly. 


The problem, therefore, is more complicated than it appear- 
ed at first sight. 


Savings and productivity ratios are dependent variables. 
Whether the one takes precedence over the other is as 
futile a question to ask as the familiar question of the hen- 
and-egg relationship. But the question is, where and how 
can an economy achieve a ‘break-through’? Can we achieve 
a ‘break-through’ in a stagnant primitive economy in which 
the surplus manpower is the only kind of ‘saving’ that is avail- 
able for raising productivity? In an economy which has ad- 
vanced beyond the primitive stage, but is still predominantly 
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agricultural, how is it possible to accumulate ‘savings’ through 
a primary increase in agricultural productivity? A large in- 
crease in savings from the peasant sector depends not oniy 
on the efficient reorganization of land ownership but on the 
ability of the government to utilize the surplus before it is 
consumed by the peasant. Is this possible? If it is, should 
the means employed be taxation or offer of economic incen- 
tives? If the primary increase in agricultural productivity 
is considered basic, as it must be, it would seem that land 
reform is not just a matter of social justice, of freeing the 
peasant from the clutches of the feudal landlord or the..cruel 
money-lender. It has a functional aspect. Breaking up 
large estates to create tiny holdings may be merely a poli- 
tical palliative in under-developed countries, if it does not 
lead to the formation of land units large enough to be used 
productively and scientifically for a higher output which can 
generate higher savings. It is obvious that these questions 
give rise to a host of related questions which take us beyond 
the bounds of the mere arithmetic of economic development. 


Let us ask ourselves questions like the following. An 
under-developed country can increase its agricultural output 
and, at the same time, use its surplus man power for capital 
projects. This manpower has to be fed while it is engaged 
on capital projects. This means redistribution of food, so 
that while there is rise in food production there is no increase 
in the food consumption level of the peasants. How is this 
possible without coercion? Or, is there any other way of 
procuring the food surplus for economic development? 


There are other factors at the back of productivity 
ratios. These ratios would seem to depend upon the level 
of techniques in an under-developed country and the degree 
of skill formation, among many other things. Quite apart 
from high-yielding agriculture, new forms of technology re- 
quiring little skill and adapted to small industry capable of 
high outputs can raise productivity over a wide range; but is 
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this sufficient to level.up the productivity function. sufficient- 
ly high? If so, has the adequate technology been carefully 
designed? Are pre-investment surveys undertaken alwavs 
to decide the choice of techniques? Do not under-developed 
countries often begin their development activity with a sad 
state of ignorance about their capacities and resources? Has 
there been an accurate survey of land, for instance, in India? 
Is not there waste in investment in the sense of low-priority 
projects as well as in the sense of non-utilization of capacity? 


It is not enough to answer these questions either in the 
affirmative or in the negative. Their complexity is such 
that facile answers will not be realistic. They ramify and 
interlace in a complicated kind of way and present difficult 
choices to under-developed nations in the rough and tumble 
of the struggle for development that is at least as hard as 


the struggle for national independence, in the face of high 
population pressure. 


CHAPTER 2 


Population, Economic Development 
and Employment 


A orvat merit of the formula discussed in Chapter 1 
js that it gives us a perspective of economic growth, with 
population as a crucial variable, in the case of countries like 
India with a low rate of increase of output on a low base and 
a high rate of increase of population on a high base. 


Let us try to visualize this perspective in terms of em- 
ployment, confining our attention to those who are, or can 
be, gainfully employed. In the richer countries an increase 
of population means more hands and more gainfully employ- 
ed persons and more products and services of all kinds to 
meet the requirements of an added population. An in- 
crease of population is an addition to the labour-force and 
not to the ranks of the unemployed. If it adds to un- 
employment it can be corrected by an increase in the de- 
mand for goods. Sometimes there is failure of demand, 
but there are means by which it can be adjusted upward. 
Those who are added to the labour-force may be employed 
in the existing plants or farms if there is slack to be taken 
up; or, if demand justifies it and labour is forthcoming, 
there would be enough savings to be turned into additional 
productive capacity so as to absorb the addition to the 
labour-force. I do not wish to suggest that richer coun- 
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tries do not necessarily have an unemployment problem at 
any rate from time to time. They also have sometimes a 


hard core of unemployment. But they can live with it, or 
deal with it, more or less easily. 


Our problem is different. Our existing agricultural 
base and our industrial and commercial superstructure are 
inadequate for offering useful employment opportunities to 
more people. There are not enough places in which all 
additional people can find gainful employment. The new 
hands that are added as the result of increasing population 
do not add to our output. Either they are unemployed; or 
they displace others who are employed; or they share em- 
ployment with others, so that there is more of part-time, in 
place of full-time, employment; or it so happens that work 
previously done by one person is now done by two or, may 
be, three persons. The increase of demand is not sufficient 
to bring into employment the substantially larger number 
of persons seeking employment, because, among other 
things, the rate of increase of savings taking the form of 
investment lags behind the rate of increase of population, 
the average level of productivity being dismally low for: a 
variety of reasons. To a considerable extent, lack of capi- 
tal may be compensated for by harder work in a poor coun- 
try. But such a method of adjustment is not easy to 


achieve in India for a number of reasons which go beyond 
the arithmetic of economic development. 


Faced by our situation, a sympathetic observer like John 
Kenneth Galbraith said: “the only remedy is the control 
of population”. Let us consider this not as a bald state- 
ment, which may perhaps upset some, but in its proper 
perspective. Let us, for example, reflect on the experience 
of Japan during the last two decades. Japan is an Asian 
country which until recently suffered from the effects of high 
demographic pressure—the common fate of most of the 
Asian countries. Japan had an employment-oriented eco- 
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nomic plan. She also had the ambition of eventually be- 
coming one of the most economically advanced countries 
of the world. Among other things, she had the advantage 
of a strong agricultural base and a strong industrial and com- 
mercial super-structure. Japan realized, however, that she 
had a serious over-population problem in the sense that the 
rapidly increasing population obscured the prospects of her 
economic growth in terms of modernization of her economy 
and a revolutionary change in her employment structure. It 
is interesting to note how the population problem and 
the employment problem were tackled simultaneously as in- 
terrelated parts of the problem of economic growth. 


Japan’s effective birth-control programme is well-known. 
But what is not well known is that her birth-control pro- 
gramme was wisely integrated with the planning of the 
volume and quality of employment. In terms of the arith- 
metic of economic development, Japan’s strategy was to 
operate on productivity per unit of capital as well as produc- 
tivity per unit of employed labour under conditions of fairly 
full employment. 


Japan’s economy, like India’s, has had a dual struc- 
ture—a ‘modern’ structure co-existing with a ‘pre-modern’ 
structure. Agriculture has been the principal source of em- 
ployment. At the end of 1960, 80 per cent of the farmers 
had less than 2 hectares of land per family. Small-sized 
establishments with less than 10 workers accounted for 36.3 
per cent of all workers employed and 89.6 per cent of the 
total employed in the small-scale sector. The productivity 
in agriculture, fishery and forestry was only 36.7 per cent 
of the productivity in industry. Within industry, wages in 
large establishments (employing over 1,000 workers) were 
double the wages earned in establishments employing 10-29 
workers in 1954. We have the same situation in our country 
only in a more accentuated form. Japan’s earlier economic 
plan (the Five-Year Plan of Economic Independence) was 
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employment-oriented in the sense that it encouraged the 
growth of small and medium establishments which had a 
larger capacity for absorption of labour. The country had 
to meet the employment requirements of a suddenly increased 
labour-force, without caring for the sharp differences in in- 
comes, so long as employment of some kind or the other 
was found. During 1953-59 the annual growth-rate of the 
Japanese economy was 8.3 per cent which exceeded the plan 
target of 6.5 per cent. This favoured the broad employment 
strategy indicated above. 

The Japanese with their keen sense of realism clearly 

understood that it would be a pragmatic policy to operate 
on the population variable, in the interest of the prospects 
of real economic growth. The quality of employment had 
to be improved by changing the employment pattern and 
by a gradual restructuring of occupations, so that product- 
ivity would be levelled up in the economy as a whole and 
the sharp wage differences narrowed as early as possible. 
‘With all their talent for disciplined work and efficiency, the 
Japanese clearly saw that, unless the current additions to 
the labour-force through the increase of population could 
be substantially reduced by means of population restriction, 
they could not go ahead. Hence they adopted the policy of 
population restriction preparatory to the formulation of the 
Doubling-the-National-Income Plan in 1960. 


While technological innovations proceeded apace, there 
was thus a drastic change in the demographic situation. The 
birth-rate dropped to 16.8 in 1961 and the death-rate to 
7.41. This meant that until 1965 the productive age-group 
in the generation born during the period of high birth-rates 
was to increase by about 1.7 million persons annually; but 
after 1965 the situation was to be completely reversed, with 
a sudden decrease in the productive age-group, till in 1975 
only 500,000 persons were to enter the labour-force. 
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After 1965 Japan has been experiencing shortage of 
labour, especially in the lower age-groups. Japan’s small 
establishments will bear the impact of this new demographic 
trend. They were so far absorbing the younger age-group 
entrants to the labour-force at low wages—a phenomenon 
that is painfully widespread in our country in our villages 
and cities, although our Constitution enjoins us to eliminate 
exploitation and deprivation from which our teeming millions 
in the younger age-groups suffer. In view ofthe reduction 
in the number of workers in the younger age-groups, and the 
‘increase in wages caused by the ageing of the employment 
structure, in Japanese sinall enterprises wages have been ris- 
ing and the higher wages can only be sustained by modern- 
ization, technical innovation and higher productivity. The 
sweated labour argument against Japanese industry is gra- 
dually becoming a relic of the past. The path of economic 
development is never smooth. Social problems will arise as 
a result of the disorganization of small and even medium in- 
dustry which forms such a substantial sector of the economy. 
The general ageing of the population will aggravate the pro- 
blems of the care and welfare of the aged population, espe- 
cially when older persons will have to prolong their working 
life. If experience is any guide, the decrease in the number 
of young workers in the labour-force will reduce labour 
mobility and make the employment-pattern relatively inflexi- 
ble. These are, however, problems which will have to be 
faced and solved. But the logic of Japanese economic de- 
velopment cannot be contested by any rational individual. 


We must note two important aspects of the Japanese plan- 
ning strategy. In the first place, it recognized that rapid 
economic development could be achieved without sacrificing 
the objective of lessening the disparities of income and the 
promotion of social welfare. Indeed, the latter was clearly 
linked with the former on the assumption that population 
contro! is a necessary parameter of development. In the 
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second place, the question of social justice and welfare be- 
came important, in view of the fact that the lowering of the 
birth-rate, the ageing of the population, the decline in the 
farm population, and the migration of people into the urban 
areas, all of which were implicit in the integrated plan itself. 
created disparities in individual incomes and the problem of 
economic viability of particular localities, for which correc- 
tives were needed in the interest of economic growth. 


By way of contrast, let me indicate the broad trends of 
employment in the face of high rates of growth of population 
in many Asian countries including India. It has been esti- 
mated that in the period 1960-1980 well over 300 million 
jobs will have to be found in the ECAFE region to provide 
merely for new entrants to the labour-force, as distinct from 
the existing backlog of unemployment and under-employ- 
ment. In India rational methods have not yet even been devis- 
ed to estimate the volume of unemployment and under-em- 
ployment. Nevertheless, the number of unemployed at the 
beginning of the Second Five-Year Plan was estimated at 2 
million, but had grown to about 8 million by the beginning 
of the Third Plan. It was thought that, even if the Third 
Plan targets were fully achieved—which was not the case— 
the pool of unemployed would grow into 12 million at the 
beginning of the Fourth Plan which, again, has had a de- 
layed start. 


What have been the symptoms or indicators of the eco- 
nomic malaise in countries of the ECAFE region? A fairly 
common indicator is the heavy dependence on agriculture 
which is not necessarily bad, unless the gains of higher pro- 
ductivity are eroded by the increase of farm population, as 
they usually are. Lack of diversification of employment and 
the overall weakness of the industrial sector are other indica- 
tors. Unemployment is commonly a problem of serious 
dimensions. As one may expect, in rapidly multiplying 
populations unemployment tends to affect the younger age- 
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groups most severely. There is also a high incidence of un- 
employment among the educated young persons. : Under- 
employment is also widespread, notably in rural areas. We 
have no difficulty in locating these symptoms of economic 
malaise in India. f 

When one advocates population restriction, in the con- 
text of our employment situation, one must not, as the ana- 
lysis contained in this chapter has shown, take a narrow 
view. One must consider it in the broad perspective of an 
employment-oriented plan of economic development. This 
is the lesson of recent Japanese experience as well as that of 
our own experience. We must see how we can successfully 
go through the intermediate stage of both demographıc and 
economic transition, as Japan did. 

We have to start from the proposition that our popula- 
tion is much too large to permit decent levels of living and 
reasonable prospects of economic and social development. 
We need, therefore, a population balance which would ensure 
these minimum requirements. Whenever population control 
is mentioned sometimes people try to rationalize their pre- 
judices and inhibitions by saying that for a long period the 
size of the labour-force will expand at rates determined by 
birth-rates in an earlier period and that, therefore, in view 
of the difficulty of creating employment, what can .one do 
about it? But one should not forget that it is precisely from 
the angle of employment that one reaches just the opposite 
conclusion. Population restriction becomes an urgent nation- 
al concern, in view of its impact on employment not only in 
the long run but also in the short term and the medium term. 
How? In a rapidly increasing population the burden of de- 
pendency on the income-earners is much heavier. I have 
already referred to the problem of the younger age-groups. 
Those who belong torthese age-groups are a burden which 
the individual families and the State are finding it difficult 
to bear. Deprivation, exploitation and frustration which are 
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the lot of this vital section of the community have become 
a source of serious social tension, apart from other causes 
of such tension. 


A reduction of the birth-rates by reducing the burden 
of dependency, will be beneficial in the short run by bringing 
about an immediate improvement in the levels of living of 
‘individual families. Children will become assets in terms 
of the quality of life to which they will have access rather 
than in terms of the number of ‘hands’ that can possibly be 
employed in ‘sweated’ occupations under degrading condi- 
tions. Thus there will be an improvement of productivity 
and better utilization of labour, apart from the fact that the 
children of smaller families will have a real chance of civi- 
lized existence. 


On the other hand, if the present situation is allowed to 
continue, the burden of what is nowadays called ‘demogra- 
phic investment’ will be too heavy in a Welfare State, to ad- 
mit of adequate growth-producing or employment-generating 
investment. Let me explain the meaning of ‘demographic 
investment’. It is the investment required to keep the total 
product per head unchanged—providing labour with capital 
at unchanged average levels of productivity. Lower fertility 
would mean that a higher proportion of the income derived 
as ‘Savings’ in our arithmetical illustration goes into ‘growth 
expenditure’ and a smaller proportion into late-yielding and| 
or low-yielding ‘welfare expenditure’, so that employment 
and income per head increase. The burden of dependency 
being less, it is no longer insupportable in relation to the 
limited resources of the family and of the State which has 
to incur a certain minimum expenditure on education, health, 
housing, child-care, etc. 


In poor countries one should not exaggerate the import- 
ance of capital investment, important as it is. Use of surplus 
man power (rather than surplus capital) which is, on the 
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whole, the only kind of surplus available, has its possibili- 
ties. But certain functional aspects of the rural economy 
have to be attended to before these possibilities can be reai- 
ized. How best to deploy the existing means of produc- 
tion—land, agricultural inputs, rural infrastructure and or- 
ganization—in order to mobilize and use surplus man- 
power? A country like India can increase its surplus man- 
power for physical capital formation and also increase its 
agricultural output. But the man power has to be fed while 
it is engaged on capital construction. How can we ensure 
adequate supplies when increased production of food means 
higher food consumption by peasants who produce more 
food? There is also the problem of an adequate supply of 
wage-goods. As I said in the case of Japan (although our 
economic situation is far more unfavourable), the path of 
development is never smooth. It is strewn with hurdles 
which have to be removed. But there is no doubt that we have 
to look at economic development in terms of achieving a 
higher labour input and greater labour efficiency. This will 
mean that more people should begin to be employed, that 
they should work longer hours and more efficiently, as the 
Japanese did. Our unemployed masses will do so if they 
have the work-opportunities and if they can organize them- 
selves into co-operative ways of work. Capital will then 
If it is invested wisely, according to an em- 
ployment-oriented plan, it will raise both labour-efficiency 
and labour utilization. Here we pre-suppose a number of 
things which cannot necessarily be presumed—reform of land 
tenures and tenancy, higher levels of health and nutrition 
and education, a larger and better management personnel, 
improvement in the level of honesty in politics and admin- 
istration and a heightened sense of purpose in nationalism. 
These are important parameters, although they are outside 
the range of variables in our arithmetical illustration. 


play its part. 


At the end of the exercise carried out in this as well as 
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in the previous chapter, I may usefully set out some proposi- 
tions (implicit in the arithmetical formula with which we 
began), the validity of which is broadly confirmed by the 
Japanese and the Indian experience—propositions which 
bring out the relationship between population growth, eco- 
nomic development and employment. 

Economic development usually implies a redistribution 
of the labour force in favour of non-agricultural occupations 
and away from agriculture, the assumption being that the 
potentiality of the agricultural sector to absorb more and 
better skilled labour has been exhausted. This assumption 
could be made in regard to Japanese, but not necessarily to 
Indian, agriculture. Nevertheless, there is no doubt that the 
aim of long-term economic planning in India has been to 
reduce the proportion of the labour force employed in agri- 
culture from 70 per cent at the commencement of the First 
Plan to 60 per cent or so at the end of the Fifth Plan in 
1975-76. We are nowhere near the target, not only be- 
cause of the lag in achievement, but also because of the rapid 
rate of population growth over the decades. If the popula- 
tion and the labour force increase at a fast rate it becomes 
increasingly difficult to diversify the occupational structure, 
because a job outside agriculture requires more capital than 
within agriculture, if the problem is not one of creating more 
employment but one of creating it outside agriculture. 

We must also take into account the fact that a high 
‘dependency ratio’, characteristic of a rapidly rising popula- 
tion, tends to reduce the extent of skill formation and up- 
grading of skills needed for economic development, in gene- 
ral, and industrial development, in particular. 

India shares the experience of a number of underdeve- 
loped countries in so far as (1) an increase in food-supply 
tends to be offset, if not more than offset, by the increase of 
population; (2) a rise in output is, to a large extent, neutra- 
lized by the increase of population; and (3) savings and 
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skill formation do not have a sufficient margin to serve as 
a sound base for development. 

~The last point can be stated in another way (which ties 
up with the variables in the formula of economic growth) 
in the form of the following propositions:— 

(1) With a given amount of capital, the amount of capi- 
tal per worker declines as the population grows fast. It is 
small with a larger than with a smaller population; 


'(2) The higher the rate of population growth, other 
things being equal, the larger will be the proportion of a 
given income needed for consumption to sustain the exist- 
ing standard of living. Other things, again, being equal, the 
saving potential varies inversely as the population; 

(3) At the same time, the need for capital, at a given 
capital-output ratio, increases directly with the rate of popu- 
lation growth for two reasons. (a) to equip the increasing 
labour-force with the average supply of capital per worker 
at the existing level of productivity, and (b) to produce more 
of food and other wage-goods needed to sustain the larger 
population at the existing level of living. On the other 
hand, capital has to increase faster than population if the 
capital-output ratio has to be raised in the interest of eco- 


nomic development. 

It is obvious that under conditions of rapid population 
ate of increase of the domestic pro- 
Jl in per capita income would be 


high corresponding to the high rate of increase of population. 
If the population grows by about 3 per cent per annum, per 
capita income has to be raised by 3 per cent to sustain the 
existing level of living. which means that the gross domestic 
product has to increase by about 6 per cent per year. Some 
of the richer countries that experienced self-sustaining eco- 
nomic growth in the past faced about 1 per cent increase of 
effective population (i.e. allowing for emigration which was 


growth the minimum r 
duct needed to prevent a fa 
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considerable). They found that an increase of 2 to 4 per 
cent was good enough as a starter. Underdeveloped coun- 
tries with a rapidly rising population face a tougher problem 
today. They find that there can be no development without 
rapid economic development. 


As a matter of fact, however, India, like other countries 
similarly situated from the demographic angle, has to seek 
certain inconvenient adjustments, at any rate during a period 
of transition. These adjustments involve conflict and con- 
tradictions with regard to the priorities of development and 
the methods of breaking the vicious circle. 


These methods of adjustment may -be explained in the 


terms of the simple formula of economic development as 
follows: 


(1) Concentrating on basic economic development 
—development of economic and social overheads, i.e., main- 
taining a high capital-output ratio in projects with long ges- 
tation periods so that not much capital needed to employ a 
worker is available in the sector of the economy in which 
the bulk of the population is concentrated. 


(2) Diversion of capital to output sustaining the pro- 
duction of relatively high-income goods which support the 
status quo ante of the sharp inequalities in the structure of 
income distribution and demand, makes the situation more 
difficult. 


(3) Since capital is not available to equip even a small 
proportion of the active labour force in the rural areas seek- 
ing employment, even at the very low capital-output ratio 
that one may think of, there is naturally a sharply rising 
incidence of both open and disguised unemployment. 


(4) Since these trends are not checked and become, 
therefore, cumulative, a dualistic economy, with sharply un- 
even pattern of employment and income, threatens to deve- 
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lop and creates serious social and political tensions. This 
threat may be more serious when in the population as a 
whole youths predominate as an element in the unemployed 
(or disguised unemployed) labour force. 


The irony of the situation is that the macro-economic 
magnitudes like ‘gross national product’, ‘per capita income’ 
and ‘capital-output ratio’ mask the reality of mass unem- 
ployment and underemployment and even perhaps an ero- 
sion of the existing levels of living in the case, at any rate, of 
particular classes, sectors and regions at the micro-econo- 
mic level. 

T have already referred to the growing backlog of un- 
employment in India. Our First Five-Year Plan visualiz- 
ed a change in the country’s occupational structure so as to 
reduce the dependence on agriculture from 70 per cent to 60 
per cent by 1975-76. The movement of the labour force from 
agriculture to non-agriculture, whether in the agricultural 
or in the non-agricultural sector, implies an employment- 
orientation of economic planning which has not occurred. 
One cannot maintain that employment aims have not been 
kept in view. Indeed, some quantitative targets were contem- 
plated and even specifically mentioned. It is, however, clear, 
in retrospect, that they were low in terms of the probable 
‘increase in the labour force during the plan periods, added 
to the backlog of the unemployed plus possible displacements 
due to technological and other changes. Our employment 
aims were based on the expectation (rather than deliberate 
planning) that the bulk of new job opportunities would be 
generated in the agricultural sector and that substantial new 
employment could not obviously be created as the resuit 
of capital-intensive projects and industries. It was, there- 
fore, expected that new non-agricultural employment would 
be largely provided by small-scale and cottage industries and 


in the construction and service sectors. For the lack of cleat, g 


employment orientation and deliberate and constructiy 
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planning, our planning effort has made a dent neither on the 
occupational structure nor on unemployment or under-em- 
ployment. 

By way of contrast, the Japanese experience is instruc- 
tive. It was planned that the primary sector would contri- 
bute 10 per cent to the national income in 1970 (target year) 
as against 19 per cent (annual average) in 1956-1958; 
whereas the share of secondary industry would rise from 33 
per cent to 39 per cent, the share of the tertiary sector from 
38 per cent to 40 per cent and that of transportation, com- 
munication and public enterprises from 10 to 11 per cent. 
These statistics indicate a very fundamental planned shift 
from agriculture to non-agriculture. The structural shift 
was to be reflected in the desired changes in the status of the 
worker. The percentage of self-employed persons to the 
total number of persons employed was to decline from 23.7 
to 18.4 and of family workers from 29.9 to 15.1. Corres- 
pondingly, the percentage of those working for employers 
was to rise from 46.4 per cent to 66.4 per cent. These 
planned shifts were realistic for the following reasons: (1) 
the employment capacity of agriculture had reached a satu- 
ration level; (2) there was a drastic control of population 
growth; (3) there was an emphasis on modernization and 
acquisition of modern skills in production and management, 
as the result of which the “sweated labour” in cottage in- 
dustries and in the self-employed sector was sought to be 
minimised in order to avoid the emerging social tensions due 
to the wide income differentials, inevitable as they were in 
the earlier circumstances in which stress was rightly laid on 
providing maximum employment. 


The strategic variable in the eminently successful Japan- 
ese plan was the sharp reduction in population growth. The 
labour force increased by 1.9 per cent in 1967, 1.6 per cent 
in 1968 and only 0.7 per cent in 1969. The recent decline 
in the rate of growth of the labour force has been due to 
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the rapid increase in the number of students entering upper- 
grade schools, as the result of which the process of skill 
formation is being assisted. At the same time, a strong ex- 
cess demand for younger workers has manifested itself, as 
the result of which their wages have increased. The rate 
of unemployment has for a long time stayed at the level of 
only 1 per cent and has been insensitive to the conditions 


of employment. 


CHAPTER 3 


The “Working Force” in the 
Economic Transition 


Waar xinp of working-force is relevant to the economic 
transition through which India has been passing? What 
operational significance should we attach to the variations 
in the proportion of the working-force, from the point of 
view of economic planning? What significance should we 
assign to mixed occupational status? Should we take a rigid 
position as regards the definition of an “economically active” 
population? These are some of the fundamental questions 
which are really relevant to the present stage of India’s eco- 
nomic development. 


There must not be any ambiguity about the definition 
of ‘work’. ‘Work’, of course, means ‘economic activity’, 
but there is ambiguity about ‘economic activity’. One hears 
the complaint that the 1961 census took count of “marginal” 
economic activity. When does economic activity become 
marginal? Can the enumerator be a reliable judge? If he 
is to be the judge, he has to be guided by clear and easily 
applicable criteria. These criteria have been devised with 
reference to two characteristics of ‘work’ or ‘economic acti- 
vity’, viz., (1) its regularity and (2) its seasonality. There are 
logical ambiguities inherent in the criteria laid down as rules 
of thumb adapted to a census operation. Logically, the 
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seasonality of agricultural operations, though clearly marked, 
must take account of the sowing season as well as the har- 
vesting season. How does one apply the criterion of ‘re- 
gularity’?? To the two seasons as a whole? Or separately, in 
order to have an idea of the degree of regularity of work for 
the agricultural year as a whole? There is also a difficulty 
about the measurement of the degree of regularity. If at 
least one hour of work a day during the greater part of 
the working season is accepted as the measure of the mini- 
mum degree of regularity that is considered economically 
significant, one is not sure whether the two parts of the 
working season are taken into account separately. The cri- 
terion of whether a person worked on any day during the 
week or the fortnight preceding the date of enumeration is 
easy to apply, but it would leave out (1) many kinds of work 
which may not have been performed during the interval pre- 
scribed, but may have been concentrated with less regularity 
and yet may have been economically significant. There are 
many kinds of regularly casual or irregular work which may 
not be caught in the drag-net, and yet may be significant. 
A great deal depends upon the date of enumeration in rela- 
tion to the rhythm of work in the countryside in any parti- 
cular part of the country, apart from other things. 


Conceptually, I have a preference for the basic two- 
fold classification: (1) seasonal work and (2) off-season work. 
‘Seasonal work’ may be regular or irregular, or both, de- 
pending upon the identity of a person’s main occupation 
and the character of the occupation-mix, which helps us to 
identify his subsidiary work (not always ‘economic activity’ 
in the narrow sense). ‘Off-season work’ may also be iden- 
tified in exactly the same way as being ‘regular’ or ‘irregular’ 
work, or both. I think that ‘intermittent work’ should not 
necessarily be treated as irregular work falling outside 
the category of economic activity. On the other hand, 
many kinds of work that are economic activity in a low- 
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level economy (tending animals or herds, collecting fuel 
or cowdung or driving carts occasionally) should not escape 
computation, because of the fact that they are not accepted 
as rojgari in common parlance. If the 1961 census did take 
into account—or to the extent it did—the miscellaneous 
and intermittent work, which would otherwise be described 
as non-work, or marginal economic activity I would be in 
favour of it for reasons which I shall amplify below. 


In order to have a concrete idea of the issues involved, 
let us compare the work participation rates as recorded in the 
census of 1961 and as estimated for 1971. Table 1 below 
sets out the statistics according to the different concepts of 
‘work’. Table 2 sets out, on the basis of a survey conducted 
by the Registrar-General’s office, the estimated 1971 parti- 
cipation rates adjusted to the 1961 concept. I am indebted 
to the Registrar-General for readily making these tables avail- 
able to me. 


TABLE 1 


Work Participation Rates 1961 and 1971 
(Provisional estimates) 


Persons Males Females 
Age-groups 1961* 1971 1961* 1971 1961* 1971 


1 2 3 4 5 6 7 

All Ages 42.98 32.92 57.11 52.50 27.95 11,85 

0-14 8.03 4.66 9.39 6.63 6.59 2.56 
15-19 66.14 36.61 88.06 55.24 42.56 15.49 
20-24 66.15 49,60 88.09 81.30 45,28 17.85 
25.29 66.16 56.83 88.03 94,19 43.71 19.73 
30-39 69.62 60.37 92.03 97.09 44.80 21.44 
40-49 73.81 62.55 96.65 97.06 47.70 22.38 
50-59 73.79 59.65 96.68 94,02 47.46 19.40 
60+ 49.49 43.15 76.61 73.79 22,36 10.49 
A.N.S. 21.75 19.55 29.68 33.96 12.57 6.05 


* estimated applying the same participation rates as observed in the 
larger age-group within which these smaller age-groupslie. The 
1961 Census gave the participation rates by the larger age-groups 
of 0-14, 15-34, 35-59 and 60+. 
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TABLE 2 
Figures forl971 are provisional estimates 
MALES FEMALES 

$g a sE 83s a se 
Total| 25. Ge =e $32. 33 Se 
Rural] SSos EF BES aise gE ES 
Urban „SFS WS 82 see K 8 

basg or eyes oz Ss 

SAES SE sf Sass SS as 

1 2 3 4 5 6 7 

Total 53.71 57.06 —3.35 18,22 27.92 — 9.70 
Rural 54,81 58.10 —3.29 20.33 31.54 —11,21 
Urban 42,661 52.34 —9.68 9.33 11.06 — 1,73 


* The estimates are on tho basis of a survey conducted by the 

Registrar-General’s office. 

First, let us compare the broad age-composition in terms 
of the percentages of the population in the age-group 15-59 
years (the productive age-group). In 1961 the percentage 
was 53.30 as compared with 51.99 in 1971. What is im- 
portant, however, is the work participation rate. This was 
32.92 in 1971, compared with 42.98 in 1961. Broadly, the 
work participation rate varies between 33 per cent and 40 
per cent in the underdeveloped countries and is nearly 45 
per cent and above in the case of developed countries. What 
significance should we attach to the sharp fall of the work 
Participation rate by about 10 per cent between 1961 and 
1971? The explanation lies in the change in the definition 
of the “economically active population” in the direction of 
the criterion of economic activity. One 
cannot reasonably argue that, in the present state of our 
economy, sufficient economic amelioration has occurred to 
warrant a withdrawal from the working-force of an appre- 
ciable number of women (especially in the higher age- 
groups), of men at the margin of old age (59 years) and, at 
the other end of the scale, of children in the age-group 15- 
19 who may be taking advantage of education and training 
for the acquisition of even rudimentary skills? 


greater rigidity of 
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Table 2 is instructive insofar as it throws light on the 
underlying trend, irrespective of the change explained by a 
change in the definition of ‘work’. 


Comparative demographic data for a number of coun- 
tries suggest the generalization that the percentage of eco- 
nomically active male population to the total is more or less 
the same as their proportion in the age-group 15-59 years 
(the proportion is quite different for women). In 1961 the 
percentage of economically active male population was 
57.11, as against 53.30 per cent of the total population in 
the age-group 15-59. For 1971 the corresponding figures 
are 52.50 and 51.99, which are quite close, as one should 
expect on the basis of general demographic experience. 


The somewhat sharp fall in the participation rate for 
women is obviously due to the fact that Women in large num- 
bers have declared household work as their main concern and 
their part-time gainful activity has not entitled them to be 
counted amongst the class of economically active persons. 
The decline in the case of males cannot be explained by that 
reason. There is most probably increasing overt and open 
unemployment as distinguished from ‘disguised’ unem- 
ployment in the rural areas. The decline in the work pat- 
ticipation rates for both men and women in the urban popu- 
lation is probably a symptom of stagnation in urban employ- 
ment opportunities. The slackening off in the in-migration 
from the countryside to the urban areas, which is indicated 
by the 1971 census data, confirms the state of stagnation of 
employment in the urban areas. 

The virtual constancy of the proportion of the produc- 
tive age-group of 15-59 years, in the face of the rapid abso- 
lute increase of population and the large backlog of unem- 
ployment, implies that there is need to add more rapidly to 
the stock of physical and human capital in order to prevent 
a worsening of the unemployment situation. During the 
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decade 1961-71 the situation seems to have worsened in 
terms of the somewhat rigid definition of ‘work’ adopted for 
the purposes of the census of 1971. 


The important issue, to my mind, is not so much the 
overall proportion of the working force to the total popula- 
tion, important as it is in some ways, but the character of the 
mixed occupational status of the average worker, especially 
in India’s countryside. 

I am inclined to take the view that diversification of 
occupations, however lowly some of them may seem accord- 
ing to modern standards, together with the widespread pre- 
valence of mixed occupational status, is a characteristic 
pattern in a low-level economy experiencing high population 
pressure. 

At a higher level there is the Japanese pattern, at any 
rate until recently, according to which mixed occupational 
status based on part-time and irregular employment of a high- 
ly diversified and sophisticated variety co-exists with a much 
higher quality of employment than one finds, for example, 
in India. 

Are there any signs of our reaching this level or pat- 
tern? If we are to look for these signs, it would not be 
rational to exclude what is described as marginal economic 
activity, miscellaneous intermittent work, work which we 
would hesitate to call an occupation, apart from the mixed 
status of the farm operator and the agricultural labourer who 
may also occasionally combine non-agricultural work and 
services including transportation service. 

That the approach I have suggested has much to com- 
mend itself is borne out by the results of the village surveys 
conducted in the 1950's by the Agricultural Economics Re- 
search Centre of the Delhi School of Economics. I present- 
ed an analytical review of the results in a paper entitled 
‘Rural Economic Development in relation to the Employ- 
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ment Pattern and Occupational Structure’ which was pub- 
lished in the ‘Economic Weekly Annual’, January 1960. 
Let me state very briefly some of the conclusions. I had 
grouped together villages into three categories: (1) Those 
exposed to semi-urbanization; (2) those practising progressive 
agriculture; and (3) those located in areas of backward agri- 
culture. In category 1, the proportion of the working force 
had a range of 35 to 53 per cent. In category 2, the range 
was 33 to 34 per cent. In category 3, the range was 35 to 
46 per cent. The percentage figures, by themselves, did not 
give any significant clue to the relative economic situation. 
When, however, I looked into the variety and the mixture of 
occupations I began to notice a pattern which was in keeping 
with the economic characteristics for which the villages had 
been purposively selected for study. In the case of semi- 
urbanized villages, dependence on agriculture either as a main 
or as a subsidiary occupation, varied from about 31 per cent 
to about 74 per cent. The percentage of households accoun- 
ting for what I called ‘non-agriculture’ ranged from 42 to as 
high a figure as 93. The figure of 93 per cent was recorded 
in the case of a village where the bangle-making industry pre- 
dominated and agriculture accounted for barely 30 per cent 
of households. On the other hand, a newly started sugar 
mill in proximity to Faridabad had not made an appreciable 
impact on the pattern of diversification of occupations in the 
surrounding rural areas. In the area of progressive agri- 
culture one noticed two trends. In a village transformed by 
tractor cultivation, agriculture naturally accounted for bare- 
ly 30 per cent of households, whereas agricultural labour and 
non-agricultural activities accounted for 70 per cent of 
households. What was more significant, however, was the 
higher level of wages and the greater security and continuity 
of employment over the year. Elsewhere, progressive agri- 
culture had a similar effect where, for example, agricultural 
prosperity over a wide area had made “Arts and Crafts” an 
important miscellaneous category of occupations and also 
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provided scope for miscellaneous ancillary services allied to 
agriculture. On the other hand, in villages with backward 
or stagnant agricultural conditions, even agricultural labour 
accounted for only about 20 per cent of households. In- 
deed, in a particularly backward village only 6 per cent of 
households performed agricultural labour either as a main 
or as a subsidiary occupation. Non-agricultural occupations 
(main or subsidiary) accounted for between 23 per cent and 
47 per cent of the rural households. What was more signi- 
ficant was that these miscellaneous occupations, although 
one would ordinarily treat them as marginal economic acti- 
vity, from the point of view of the quality and continuity of 
employment and its money-value, were indispensable for the 
maintenance of the precarious poverty level of the rural 
households. 

As stated above, in view of the increasing size of the 
labour-force outrunning the employment opportunities, it is 
necessary to add more rapidly to the stock of physical and 
human capital for rapidly creating more employment. 


According to the conventional formula of economic 
growth, capital is conceived as the physical means of pro- 
duction, This is not unwarrantable, unless one takes care 
to complicate the picture by taking account of productive 
assets that cannot be quantified as physical means of produc- 
tion. I have, therefore, deliberately used the phrase ‘human 
capital’. The growth theorist would say that, if the labour- 
force has grown more rapidly than population, a higher sav- 
ings ratio would be needed to sustain the existing capital-out- 
put ratio. If we assume that the marginal capital-output 
ratio is equal to the average ratio of, say, 3, then a 3 per 
h of the labour-force would require, with- 
out deepening the capital base or raising the per capita 
income, a net rate of savings out of output of 9 per cent. 
Tf the labour-force is growing at 2 per cent per annum, 
stability can be maintained with only six per cent savings. 


cent annual growt 
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This way of looking at the problems of the transition is an 
over-simplification of reality or a misleading abstraction, be- 
cause we do not reckon with the basic human and institu- 
tional factors that inhibit or condition development. The lat- 
ter should be recognized as so important that it should not be 
permissible to impound them in the phrase “other things 
being equal.” Those other things are seldom equal in a 
period of rapid transition and, indeed, that they should not 
remain equal is of the essence of the effort to get out of 
socio-economic stagnation or what is called “underdeve- 
lopment.” 


Human and institutional factors are implicit in deve- 
lopment in the sense that they are the end-products as well 
as the conditioning factors of the process of development. 
Their existence is not ignored by those who use the growth 
formula, but to emphasize the role of capital investment in 
the growth process, because it is an easily intelligible and 
quantifiable factor considered in relation to output, creates 
the illusion that it necessarily plays a dominant role in this 
process. This is the mystique of capital. In some ways it 
misleads underdeveloped countries by creating either an 
atmosphere of pessimistic gloom when capital (conceived 
always in financial terms) is patently scarce, or else an at- 
mosphere. of euphoria when such capital is obtained as for- 
eign aid, whether adventitiously or otherwise. 


While the role of physical capital in development should 
not be minimised it should be understood in a proper per- 
spective. There is development when human society rises 
in the scale of moral, cultural, economic and political effici- 
ency by means of new attitudes, incentives and motivations, 
according to its own scale of values. ‘Underdevelopment’ 
being equated with economic backwardness or stagnation, 
capital investment in the form of modern tools and methods 
of production sets the pace of modernization by breaking 
up the archaic economic structure. It is assumed that in 
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the process, the appropriate institutional structure adapted 
to a modern economy comes into existence as a kind of a 
sequel. The stronger the impact of capital investment, the 
quicker the process of socio-economic change. This logic 
has considerable force. But we must also agree that in real 
life the problem is much more complicated than this. One 
may not go so far as to say that this is putting the cart before 
the horse. But one should not go to the other extreme by 
ignoring the importance of investment in “human capital.” 
in organization, and in institutional changes, without which 
the effectiveness or productivity of investment in physical 
capital would be low due to the wastage of its potentiality, 
so that, in terms of the formula of economic development, 


the capital-output ratio will be unnecessarily high, thus set- 


ting up a vicious circle. 

mber of economists estimated that in 
developed countries from 20 per cent to less than one-third 
of the increase in the national income can be attributed to 
the quantitative increase in factor inputs, such as capital and 
labour, and that the rest could be attributed to qualita- 
tive improvements in these inputs including mainly more 
productive human resources such as skill and education. 
One has not enquired what the relative contributions are 
likely to be in the Indian context. But there is no doubt 
that the contribution that investment in human capital can 
make to productivity would be considerable, in view of the 
woeful lag in such investment in a poor country. Indeed, 
from this angle, investment in health, nutrition and educa- 
tion may be regarded as the means and not Hie end-product 
of development. Thus “social infrastructure” turns out to 
be at least not less important than the “economic infrastruc- 
ture,” and a reasonable balance between the two ous be 
justified by any economic criterion of optimality. Unfor- 
tunately, in India the problem i set in the wrong goias of 
a contradiction between ‘growth, on the one hand, and ‘wel- 
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fare’ or ‘social justice, on the other hand. Over a range 
that really matters in transitional societies they are depend- 
ent variables. There is another aspect of this line of 
thought. It is also possible to argue that revolutionary in- 
stitutional changes can bring about unsuspected changes in 
individual and social attitudes, incentives and motivations. 
These can contribute to productivity in a number of ways 
through changes in the scale of values bearing on consump- 
tion, saving, incentives to work, job satisfaction, attitude to 
labour and other imponderables which constitute the sub- 
stance of cooperative social life. 


Let me illustrate. In eastern societies particularism, 
functional diffusion and the principle of ascription regulate 
behaviour on the economic dimension of social relations. 
This is reflected in family structure, class and caste system 
and even State organization and other institutions. The pat- 
tern of behaviour acts and reacts on the economic process. 
How far archaic patterns of behaviour can usefully adapt 
themselves to economic change, or whether they have to be 
swept away completely, are questions that touch the core of 
the problem of development. If we are not to be misled 
by the notions of class analysis pertaining to western socie- 
ties we have perhaps to recognize the dominance of an essen- 
tially two-class system in our society with the “upper class” 
which, while not engaged directly in the productive process, 
enjoys the prerogatives of political and economic power, 
and the “lower class” consisting largely of peasant tillers of 
the soil, marginal farmers, agricultural labourers, small 
craftsmen and petty traders, all bound more or less rigidly 
by some kind of traditional social status. There are “in- 
terstitial elements” which do not fit into this two-fold classi- 
fication, but, by and large, this dichotomy holds. To the 
extent to which our society is not, therefore, an “open socie- 
ty,” modern economic activities and institutions impinging 
upon it merely accentuate the class character of our society 
and its economic and social rigidities and inequalities. One 
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may argue that the resulting tensions should move us in the 
direction of a more flexible and free society, but we must also 
recognize the waste involved in a good deal of basic deve- 
lopment being frustrated in the process. Besides, it is not 
correct to assume, in the context of our country, that the 
dissenting or oppressed group or class is the promoter of 
economic development, although one may wish it were so. 
Radical institutional changes are now, therefore, needed to 
liberate the creative and constructive energies of the “lower 
classes” in our country and make them the instrument of 
economic change. 

There is no doubt that, with radical institutional chang- 
es, the bulk of the labour-force in our country can assist 
the process of capital formation—both human capital for- 
mation and the creation of physical capital assets. Inheri- 
ted value-systems and general social and political conditions 
do influence the propensity to consume and the propensity 
to save. Any attempt to reduce the consumption of the less 
numerous leisured classes and the privileged “higher classes” 
is significant, not so much in terms of actual savings gene- 
rated, but in terms of the psychological effect upon the pro- 
pensity to consume and to save of the underprivileged class- 
es. The latter imitate the artificial standards of consump- 
tion of the privileged classes, entirely unrelated to the leveis 
of living of a poor country, and, on the other hand, are not 
impressed by the talk of ‘austerity’ when the privileged class- 
es flaunt the mindless luxury consumption of affluent socie- 
ties. It is only ina general atmosphere of reduction of 
superfluous consumption that some of the wasteful consump- 
tion of low-income groups can be eliminated and corres- 
ponding savings generated. “Public Consumption” in a 
welfare State is an important part of total consumption as 
it must be. But unless certain visible forms of luxury con- 
sumption by the State itself are eliminated, one cannot ex- 
pect a general diffusion of a psychology adapted to rational 
levels of consumption and savings in the country as a whole. 
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The bulk of the labour-force in our country represents 
unutilized or under-utilized labour-power. Gandhi used to 
say that it is this labour-power which is real capital and that 
money-capital is an illusion. The economic problem, ac- 
cording to him, is the proper conservation, utilization and 
deployment of this asset through co-operative ways of living. 
He also maintained that there is a similar problem with re- 
gard to natural resources which constitute capital in a very 
real sense and that both labour and the material assets of 
the community should not be exploited in an anti-social 
manner. To him, this was not merely a matter of social 
ethics but was a simple operational principle of the func- 
tioning of a sane and free society. This principle cannot 
work in a dual economy resting upon the dichotomy of 
the class structure to which I referred above. Gandhi thus 
had a plan of institutional change which had a fundamental 
bearing on consumption, saving and a rational deployment 
of whatever physical capital is available in terms of idle 
man power and natural resources, bearing in mind the ob- 
jective of maximum employment, even though it may be, 
to begin with, on a low level of wages and consumption—a 
most sensible employment-oriented plan. Gandhi under- 
stood much better than most economists that one can 
easily convert unsophisticated people to new ways of life, 
while these cannot easily be matched by their earning capa- 
city in the market sense, so that eventually they are worse 
off as the result of the progressive maladjustment between 
wants and activities. 


Since the bulk of our unutilized or under-utilized man- 
power is dependent on agriculture, proper use of land as a 
capital asset is of primary significance in our country. One 
of the most important institutional changes which has come 
about is the abolition of the old-style landlordism. While 
its manifestations were uneven, it has been undoubtedly an 
instrument of exploitation which has buttressed a hierarchi- 
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cal social system and inhibited the economic enterprize of 
the tillers of the soil. Its abolition, however, has been fol- 
lowed by the rise of peasant farmers as the dominant class, 
which, though it is not entirely a functionless class like the 
old-style landlords, and, as the prosperous layer of the pea- 
santry, has contributed to the development of agriculture on 
capitalistic lines, it has shown an oppressive character not 
mitigated always by a sense of feudal social responsibility 
associated with a hierarchical traditional society. Over the 
years, the uneven distribution of land as a capital asset of 
the bulk of the labour-force in the countryside, has be- 
come more sharply uneven. On the other hand, institu- 
tional changes directed towards fixity of the rent burden 
(apart from the equity of it) and certainty of tenure, have 
not been adequately effective. The economic position of 
share-croppers also shows clear symptoms of oppressive eco- 
nomic arrangements, mainly due to the increasing pressure 
of the population upon the land, but partly due to the fact 
that they are an unorganized mass. These institutional fac- 
tors have restricted not only the employment opportunities 
for large numbers of rural people but also their enterprize 
and constructive energies. It stands to reason that if these 
negative factors are counteracted the gains in terms of pro- 
ductivity can be appreciable, from the point of labour effici- 


ency and motivation. 


Further radical institutional changes in several direc- 
tions are needed at the present stage without calling for 
large investments of capital in the conventional sense. Such 
changes will be conducive to better utilization and deploy- 
ment of the labour-force as well as social justice, the former 
being more significant than the latter. Marketing and cre- 
dit institutions ‘must be radically changed in many ways to 
promote the employment and economic viability of the 
numerous class of small farmers and marginal peasants in 


general. 
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The factor that has been considered strategic in current 
thinking is the imposition and enforcement of land ceilings. 
This is a controversial issue that has rightly aroused a good 
deal of emotion. If there is not enough land to go round 
one may argue that this capital asset should be more equit- 
ably distributed to ensure social justice. This aspect, though 
important, should not be over-stressed. One must empha- 
size the economic aspect of the institutional change, parti- 
cularly the productivity aspect, in a situation where capital 
is scarce and increasing numbers of people have to find 
employment. In the countryside he who does not own land 
cannot get stable employment and, if he is unemployed, left 
to himself, he does not eat. ‘Land hunger’ is no doubt a 
reality, but there is no doubt also that the possession of even 
a small bit of land not only ensures the human dignity 
of a person but is also a means of fighting hunger. Never- 
theless, since agricultural land is already fragmented multi- 
plication of too many undersized operational holdings would 
not help, unless they are cooperatively operated with the 
best farm techniques and capital that can ensure the highest 
productivity per acre and per man. The small farmer must 
not be permitted to feel that he has obtained a bit of land 
because he has a right to it and that he can do what he likes 
with his newly acquired capital. There is no such inherent 
right to land. Land, as Gandhi said, belongs to the com- 
munity and, therefore, the community has an interest in 
the proper use of land resources (as well as the water and 
energy resources of the country). It has been argued cor- 
rectly that productivity per acre and per man does not neces- 
sarily increase with the increase in the size of the holding. 
Indeed, parts of large holdings are often left fallow, or are 
not put to optimum use when we consider their productive 
potentialities under the present technological conditions. But 
if they are transferred to the landless persons, who are out 
of touch with modern techniques of farming and are not 
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assisted with working capital, extension services and mar- 
keting institutions, they cannot be so productive as to ensure 
real employment and livelihood. The only answer is in- 
tensification of agriculture (depending upon natural condi- 
tions) as much as possible through cooperative farms which 
will have access to the facilities I have mentioned, and can 
also depend upon the choice of crops, crop rotations and 
agronomic practices characteristic of intensive agriculture or 
animal husbandry or vegetable farming. 


The situation may be viewed in the context of the con- 
sequences of the Green Revolution. While there is wide- 
spread unemployment or under-employment in the country- 
side, there is the “demonstration effect” of the wonders of 
the Green Revolution and the general diffusion of new con- 
sumption patterns. There is now an explosive mixture of 
the rigidity of our social framework, inequitable agrarian 
relations, low purchasing power of large sections of the popu- 
lation and sharply unequal income distribution. Since land 
has become a more valuable capital asset, there is scramble 
for its possession. Those who have enough land are strug- 
gling to acquire more. Those who have little do not al- 
ways succeed in buying more to have a viable holding and 
are sometimes forced or tempted to sell it on a rising mar- 
ket. Misappropriation of fallow land belonging to the gov- 
ernment or Panchayats is also an ugly feature of the explo- 
sive agrarian situation. Supineness of the governmental 
agencies, in the face of the pressures exerted by the upper 
crust of the rural society, has created an atmosphere of un- 
rest and violence in many parts of the country. 


The situation must be seen in the perspective of the 
long-run historical trend governing the shifting class relations 
in the rural society. Since the turn of the present century, 
every circumstance which has weakened the economic posi- 
tion of the small holder has brought about an increase in 
the number of landless agricultural labourers. As holdings 
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have become uneconomical with the increase of population, 
the peasants have either supplemented their income by out- 
side work or have had to sell their land to middlemen or more 
prosperous farmers. Tragically enough, the sections of the 
population on the margin of existence engaged in heavy 
manual work have also been burdened with large fami- 
lies. In a normal decade with no epidemics or other dis- 
turbing factors they added to their numbers faster than 
others. During the two decades between 1901 and 1921, 
mortality was found to be particularly heavy amongst these 
sections of the population. The number of agricultural 
labourers, therefore, steadily decreased, whereas the number 
of cultivators and rent-receivers was progressively increasing. 
Men who had farmed their own land were being forced to 
sell it to the non-cultivating money-lenders from whom they 
obtained tenancy rights. What was the significance of an 
increase in the number of cultivating owners, a distinctly iden- 
tifiable trend? Was it not a sign of progress? There is no 
doubt that a selective process was at work by which the 
better cultivator with better resources was driving the poorer 
or thriftless peasant into the marginal areas. Extension of 
cultivation that one noticed in the earlier decades was ex- 
tension into poor lands which hardiy provided subsistence 
and, even if they did, the returns were precarious in years of 
deficient rainfall. During these earlier decades the position 
of casual agricultural labourers was a miserable one and it 
was becoming worse as the result of competition for employ- 
ment. Their status varied from practical slavery to com- 
parative economic independence, thus presenting a kind of 
mixed picture. 


Has the picture sketched above materially changed dur- 
ing the decades after independence? One striking change is 
the massive investment in infrastructure in the agricultural 
sector, as the result of which cultivation has extended not 
into marginal or sub-marginal land on which agricultural 
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possibilities are poor or precarious, but on land rendered 
highly productive through multipurpose river-valley projects 
as well as the development of other reliable forms of irriga- 
tion. The effect of the tremendous leap forward in produc- 
tivity in consequence of the Green Revolution is now a new 
factor in the situation. Nevertheless. the increasing pressure 
of the population upon land continues. At the same time, 
the social and institutional infrastructure suited to a real 
breakthrough has not yet been moulded into shape. The 
selective process that I mentioned above has been sharply 
accentuated as the result of the possibility of higher profits 
in agriculture (as: well as animal husbandry, truck farming 
and occupations allied to agriculture). Thus the position of 
small and marginal farmers has become more and more pre- 
carious, other things being equal, in many parts of the coun- 
try, owing to the accentuation of the selective process. The 
status of landless labourers still presents a mixed picture. 
Progress of intensive agriculture and extension of cultiva- 
tion in irrigated areas should mean higher agricultural wages 
as the result of an increase in the demand for agricultural 
labour, provided that there is no excessive glut of unemploy- 
ed or under-employed man power and also provided that 
too many people do not lose their tiny holdings through the 
operation of the selective process. Where the qualifying 
conditions just mentioned do not hold—in many parts of 
India they do not—the position of the landless labourers has 
been eroded at least relatively, if not absolutely. In many 
areas of the country as the result of the extension of irrigation 
and the introduction of high-yielding varieties of seeds, eco- 
nomic operations connected with, and allied to, agriculture 
have multiplied, apart from the fact that some of them have 
been intensified. In the process, both the volume and regu- 
larity of employment have increased. Where the increase 
of incomes, particularly of the relatively prosperous sections 
of the rural community, has been reflected in consumption 
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expenditure (as in the Punjab) the pump-priming multiplier 
process of increasing employment opportunities has been visi- 
bly at work. Where this has not happened, because, owing 
to rather static consumption levels in the case of the richer 
peasants, the surplus is drained away without being locally 
spent, the favourable multiplier effects have been absent and 
the employment situation has shown symptoms of stagnation, 
if not deterioration. 


On the whole, one is not surprised if the census statis- 
tics, as we have seen, do not warrant any complacency about 
the employment situation in the countryside. Slow pace of 
land reforms (as well as the increasing pressure of popula- 
tion) is a deterrent factor in regard to the growth of both 
productivity and employment opportunities. The unfavour- 
able economic situation is thus closely related to the social 
situation in the countryside. A broader approach to the 
stabilization of social and agrarian relations is, therefore, 
needed for economic amelioration in the countryside. 
Nevertheless, action can be taken on the economic front 
in a number of directions, the urgency of which is currently 


realized by all sections of enlightened opinion. These may 
be briefly indicated. 


There is considerable scope for an increase of employ- 
ment within agriculture as well as for wider non-agricultu- 
ral employment in the rural areas of the country. From 
the social as well as the economic point of view, if the selec- 
tive process of which I have spoken is counteracted in order 
to strengthen the position of the small farmer and the mar- 
ginal farmer who should not be readily permitted to sink 
to the level of a landless agricultural labourer, it should 
mean an intensification of economic effort that should lead 
not only to higher productivity but also to an increase of 
both direct and indirect employment. This part of the plan 
would, however, call for a high degree of innovative local 
planning and appropriate institutional arrangements in regard 
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to credit, extension services, supply of inputs and marketing 
of products through cooperatives. The massive scale of such 
an enterprize can, however, be easily imagined. 


A plan of building the socio-economic infra-structure at 
the grass-roots level is desirable, not only from the long-run 
social and political points of view, but also from the point of 
view of its potentiality for generating current employment 
and strengthening the relative position of the unemployed 
and under-employed surplus man power. Rural works pro- 
grammes have been recently designed with these ends in view. 
Such programmes, however, should have a broader base so 
as to include more than conventional ‘public works’ projects. 
They should include projects such as forest conservation, 
construction of roads and transportation facilities, water- 
works, sanitation and small irrigation works, improve- 
ment of farm lands through drainage, soil conservation 
and elimination of soil erosion, etc. A massive func- 
tional literacy programme, an integrated family health and 
population control programme and a small industries pro- 
gramme can be dovetailed into the operation of these local 
programmes to form a unified, multi-faceted programme 
which can ensure development, expanding employment op- 
portunities and social welfare at the same time. 


At the micro-economic level, a plan of this kind has to 
be sufficiently intensive and comprehensive to deal with the 
special difficulties of particular areas or even particular sec- 
tions of the population. If there are, for example, as many 
as 128 districts with inadequate rainfall and very limited irri- 
gation facilities, an efficient dry-farm technology requires to 
be evolved and special arrangements considered appropriate 
for small and marginal farmers should be devised to form 
a coordinated plan of amelioration as well as development. 
There is also a case for similar treatment of especially de- 
pressed and vulnerable sections of the rural population. 


It is well to bear in mind that it is only under certain 
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conditions that a plan of this kind is economically and soci- 
ally viable. At the risk of being misunderstood, econo- 
mists have to stress that, unless the projects involving injec- 
tion of purchasing power through the creation of addi- 
tional employment are matched by at least a corresponding 
increase in production in terms of food and other wage- 
goods, the consequence will be merely an addition to cur- 
rent inflationary pressures, thus causing further social and 
economic tension. In other words, a dual-purpose econo- 
mic programme has to be operated with a great deal of 
caution, although it has much to commend it. I may add, 
in this connection, that the creation of employment through 
small-scale and cottage industries cannot solve the econo- 
mic problem ultimately, unless production is matched by 
consumption, as Gandhi thought it must be, through some 
kind of a broad self-sufficiency in local areas on the basis 
of a simple standard of consumption related to the satis- 
faction of the basic organic needs. He thought rightly that 
this was a simple requirement for at least an economic tran- 
sition in a country stricken with the malady of mass poverty. 
This, however, requires a radical change in the scale of values 
which one may expect out of a socio-economic revolution, 
without which, as explained earlier in this chapter, our basic 
problem of development cannot be solved in a rational man- 
ner. 


Secondly, the need for a population stabilization pro- 
gramme is evident not only for the sake of family welfare, 
but also for the sake of matching production with consump- 
tion even at a low level of living in the aggregate sense. 


Finally, we must not forget the dilemma that is posed 
between high wages and employment in a poor country—a 
dilemma often slurred over in the pursuit of the welfare ob- 
jective of raising wages as a means to higher living standards. 
According to one school of thought, a low-wage policy, cou- 
pled with an attempt to create new employment, may hasten 
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the pace of economic development without reducing consump- 
tion or impairing living standards. It is argued that, where 
there is massive disguised unemployment, an increase of pro- 
ductivity should not automatically lead to higher rewards, 
but should be used for creating more jobs. For minimizing 
balance of payments difficulties peculiar to poor developing 
countries and maximizing employment, this school of thought 
favours a highly labour-intensive investment policy. 


Undoubtedly, this is not an irrational approach to the 
problem of development. But its limited rationality is de- 
monstrated by the consideration that it involves the kind of 
socio-economic revolution that Gandhi advocated and post- 
Gandhian India has more or less repudiated. Indeed, such 
a plan of economic development would have made sense to 
Gandhi, but does not make sense to us, because we have 
chosen the other alternative, that of a liberal wage policy 
which should help to broaden the domestic market and sti- 
mulate development by suitable rewards as incentives to bet- 
ter productivity. This is an elitist economic philosophy that 
seeks development on the basis of the elitist standards of con- 
sumption setting the standards of higher individual salaries 
and incomes, which are not allowed to be eroded and for 
which we seek some kind of rationalization by arguing that 
they set the pace for the workingclass, forgetting that the 
organized workingclass is a microscopic minority as com- 
pared with the masses of the population who are unemployed 
or under-employed. Indeed, austerity, equitable income- 
sharing and equitable employment-sharing are meaningless 
concepts in the context of such a philosophy of economic 
growth. But let me hasten to add that we need not think 
in terms of either Gandhi's social philosophy or communism 
in order to realize the benefits of employment-sharing. As 
I have explained, at least the lessons of recent Japanese ex- 
prience should be considered instructive and relevant. When 
shall we learn that our missionary zeal for a labour-intensive 
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technology becomes misplaced, unless it signifies maximum 
employment-sharing on the basis of a level of wages that 
makes labour-intensity of production worthwhile? We are 
caught in a contradiction, because workers instinctively un- 
derstand that a low-wage economy resting upon disciplined 
austerity is not ethically defensible, in the face of the con- 
spicuous consumption of the privileged classes. 


A Technical Note on Growth Economics with Special 
reference to Economic Development, Population Growth 
and Employment 


The simple growth formula can be stated in the follow- 
ing manner. . Let us assume a fixed capital-output ratio (c) 
and fixed savings-output ratio (s). 1 unit of capital will prox 
duce I|c unit of output. This 1|c unit of output should gene- 
rate s|c units of net savings, i.e., the addition to the capital- 
stock. The rate of growth of capital stock, i.e., s|c, would 
also be equal to the rate of growth of output, because output 
is proportional to capital. 


It is quite evident that the rationality underlying this 
simple logic of growth has focussed on capital accumulation. 
There are, however, other factors of production, particularly 
labour. As regards labour, there is the dimension of popu- 
lation, apart from the factors of effectiveness of the use of 
labour and its productivity as well as the institutional factors 
that influence work, ownership of wealth and consumption. 


If capital is the only factor, the rate of growth of out- 
put is easily seen to depend upon the rate of growth of capi- 
tal, assuming a certain capital-output ratio. 


When, however, labour enters as an essential factor of 
production, the formulation that growth proceeds in step with 
capital accumulation, given a certain capital-output ratio, 
should hold, as long as the demand for labour, at the current 
average level of productivity, does not exceed the size of 
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the potential labour-force, or falls short of it, depending 
upon the rate of growth of population. For countries in 
which population is not growing too fast, there may be a 
temporary difficulty in the short period when the demand 
for labour exceeds the potential size of the labour force, but 
in the long run their problem of development is how to deal 
with the full employment barrier which is the constraint to 
growth. In the case of a country like India, in which the 
demand for labour at the current average level of product- 
ivity, falls far short of the size of the potential labour force, 
as the result of the continuous pressure of population growth 
and scarcity of resources, we have a different order of con- 
straints. In such a case, the growth formula may conceal 
more than what it reveals. 


There is one version of the growth theory which is per- 
haps more satisfying from this point of view. According 
to this, we may conceive of a ‘natural’ rate of growth—the 
maximum rate that can be sustained in the long run, the 
rate which is determined by a combination of two factors: 
(a) the growth of the labour force (n), and (b) the rate of 
the labour-saving technical progress (m), i.e., by n+m. 


This version of growth economics has given rise to two 
interesting lines of thought which ought to interest us, viz., 
(1) that steady growth implies that technical progress is a 
labour-augmenting process and that other kinds of progress 
are incompatible with steady growth; and (2) that if the 
growth-rate warranted by the simple growth formula with 
which we began, falls short of the long-period ‘normal’ rate 
of growth, as I defined it just now, there is bound to be a 
growing proportion of unemployment. 


The shift of emphasis to m and n—technical progress 
and the growth of the labour force, the two important dimen- 
sions of development—merely underlines the fact that too 
much attention should not be focussed on capital accumula- 


tion. 
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One aspect of technical progress has now deserved a 
great deal of attention. What is the contribution of techni- 
cal progress to the growth-rate of the economy? A weli- 
known economist has estimated that 85 per cent of the 
growth of output per head in U.S.A. during 1909-49 may 
be attributed to technical progress and the remaining 12.5 
per cent to capital. Two difficulties are involved in such 
estimation. Technical change depends upon capital. There 
is also the difficult empirical problem of measurement of 
the relative contributions of the different factors of produc- 
tion to the growth process. Splitting up the growth-rate into 
parts due to specific forces and then adding them up is not 
an elegant method. The interpretation of the “residual” in 
this kind of measurement is rather a tricky enterprize. 
Nevertheless, that such an attempt has been made is signi- 
ficant, if only because it exposes the limited rationality of 
trying to relate the growth process to mere capital accumu- 
lation. 


As regards n—the population dimension—the growth 
formula applying to the situation in a country like India, 
which is experiencing high population pressure, is sometimes 
formulated in the following manner: 


If the population increases by 2 per cent annually and 
if the marginal capital-output ratio is 3:1, investment will 
need a savings ratio of 6 per cent of the national income to 
maintain the present level of income per head of population 
(demographic investment’). Every increase -of income per 
head by 2 per cent per year will call for additional savings 
of 6 per cent of the national income. 


Such a formulation has certain frightening implications. 
Firstly, there is the adverse effect of an increase of the lab- 
our force, because a certain proportion of net savings is 
needed for equipping the additional labour with capital to 
keep it at the same level of average productivity as before, 
whereas this capital would otherwise have been available for 
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development, i.e., for an increase in the level of average pro- 
ductivity. Secondly, the crucial role of capital accumula- 
tion serves to hit us in the eye, so to speak. Thirdly, this 
formulation draws our attention to the clear possibility that, 
if the savings ratio is inadequate, as in India, there would 
be a dismal prospect of a fall in the average level of product- 
ivity, or an increase in the backlog of unemployment, or 
possibly a combination of both. Nothing dramatizes the do- 
minant role of capital more than this gloomy logical infer- 
ence. Finally, I need hardly say that the predicament of 
developing countries dramatized in this way serves the pur- 
pose of carrying conviction to both the givers and the reci- 
pients of foreign aid that it is a necessary means of escape 
from the logical dilemma of development planning. 


When one accepts this logic, one can, as we have seen, 
set the perspective of employment in relation to economic 
growth, in terms of the summation n+m. Indeed, it is in 
terms of n+m, or the variations in n or m, or both, that the 
planners are expected to chart the strategy of development. 
But the question of the relationship amongst the variables 
has aroused considerable controversy. It has been argued 
that an increase in GNP (gross national product) brings 
about a corresponding increase in n+m. On the other 
hand, it has also been held that it is the increase of n+m 
that brings about an increase of capital. There is the third 
view, associated with Keynes, that an increase of n+m 
causes an increase of GNP to maintain full employment. 
Those who maintain the thesis of primacy of capital argue 
that employment depends on the ratio Ot «productive: apa 
city to national income. Employment is} therefore; ve 
function of GNP. The ratio of produe tive capacity s io 

of 


tional income may remain unchanged,» ‘but the fractio 
labour force employed may be different at different points 
of time. Both men and machines may have idle capacity, 


It is, therefore, best to think in terms of investment: wi 
FJS s A 
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creases both productive capacity and income, so that the 
investment approach takes care of both the sides of the equa- 
tion. 


Any theory of growth that may be useful for develop- 
ment planning in underdeveloped countries has to be a nor- 
mative growth theory. I am using the term ‘normative’ 
from two points of view that are interrelated. First, we have 
to think of a norm on the basis of empirical experience. 
Current growth theories have a weak empirical foundation. 
While logical exercises have become more sophisticated, the 
empirical growth theories underlying them have lagged be- 
hind. It is important that such theories should emerge in 
underdeveloped countries on the basis of their own concrete 
experience. But they can emerge only when we reckon with 
the institutional factors of growth that are quite significant 
in traditional societies and become more so when these so- 
cieties seek a socialistic pattern of growth, the success of 
which depends upon the efficient functioning of certain types 
of institutions. Unfortunately, growth economics cannot 
comprehend the somewhat imponderable institutional factors 
of growth. Therefore, naturally the planners in underdeve- 
loped countries, by relying on conventional growth econo- 
mics, only succeed in making development planning irra- 
tional, because they do not reckon with the institutional fac- 
tors crucial to the process of development. 


There is a second sense in which growth theory should 
be normative. Growth implies a norm of social ethics. A 
norm of social ethics, again, implies a value-system. It is 
in terms of a value-system that we have to judge the ration- 
ality of the choices that are inherent in the process of deve- 
lopment in a particular country. 


Let me illustrate. We have a behavioural theory which 
explains how development has occurred and full employ- 
ment of the labour force has actually been maintained over 
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time. We may also have a theory—a logical framework 
—to answer questions about what ought to happen if full 
employment has to be maintained. Take, for example, a 
socialist system. It follows from the rigid rationality of 
growth economics that the volume of investment that must 
be undertaken to maintain full employment is that which 
is required by technical progress and the size of the labour 
force. Suppose a socialist country has already reached the 
level of full employment somehow. Rationality would re- 
quire that investment must be so planned that the rate of 
profit must be equal to the ‘normal’ rate of growth if total 
demand in the economy is to be such as to allow full utili- 
zation of the labour force and of the community’s produc- 
tive capacity.. This is a matter of simple logical necessity. 
No behavioural assumptions are required. But suppose a 
country values freedom of behaviour and chooses to argue 
that logical necessity, however fruitful it may be in terms 
of general welfare, is a kind of an imposition and, therefore, 
it should be discarded. It should then consciously and logi- 
cally choose to face the possibility that investment neces- 
sary to cope with the ‘natural’ rate of growth may not be 
undertaken and the certainty that there would be uneven dis- 
tribution of income, resulting in a certain proportion being 
maintained between wages and profits as a condition of sta- 
bility. 

By way of illustration, let me formulate a few other 
concrete questions of choice involving social ethics and the 
value-system underlying it. Some of them are the burning 
questions of the day which generate excitement, but they are 
nevertheless amenable to rational consideration. 

First, Henry George’s paradox of progress and poverty 
stares us in the face. Similarly, Marshalls Evil Paradox, 
viz., that the more unpleasant and physically more strenuous 
unskilled labour commands the lowest levels of remuneration, 
is a distinctive characteristic of most underdeveloped coun- 
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tries with traditional social structures. Where economic and 
social opportunities are unequal, economic development may 
bring about growth in the sense of an increase in GNP, but 
the consequence may be an accentuation of inequalities. 
Operationally, sharply unequal incomes and wealth mean a 
superstructure of production and consumption oriented to- 
wards the needs of the comparatively rich. Since the rich 
grow richer and the poor, if not poorer absolutely, at least 
relatively, the growth of GNP tends to reach a saturation 
level fairly early. Production may then tend to be oriented 
towards export markets to find an outlet for the surplus crea- 
ted in the midst of stark poverty and the lack of domestic 
consuming capacity. Foreign aid which assists the growth 
of such a structure of production and consumption, also 
sustains this export orientation, because interest and amortiza- 
tion on foreign capital have to be remitted through the ex- 
port of goods and services. In these circumstances, an in- 
crease of GNP does not mitigate mass poverty. No wonder 
that militant young students in the U.S.A. recently asked the 
question whether we can eat GNP and, like the jesting Pilate, 
would not wait for an answer. 


Secondly, there is the related paradox of growth and 
increasing unemployment. From the standpoint of an ega- 
litarian value-system, growth becomes distorted and unbal- 
anced and merely creates a dualistic economy, if it does not 
ensure a rising level of employment for the masses of the 
population, so that the increase of employment not only 
takes care of the backlog of unemployment and under-em- 
ployment, but also adds to the sum-total of employment 
over time. If one takes the view that unemployment is 
intrinsically bad, because it demoralizes human beings, and 
that if there is mass unemployment there is mass demoraliza- 
tion, one may argue that the creation of mass employment 
should be a direct objective of a sane society and one must 
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not imagine that we take care of the rising GNP and em- 
ployment takes care of itself. Indeed, one can go so far 
as to say that, if fuller employment cannot be ensured for ail, 
whatever employment can be created, at whatever level of 
technique and with whatever human resources are available, 
should be shared in an equitable manner. 


CHAPTER 4 


Migration, Urbanization and Regional 
Development 


IN AN UNDERDEVELOPED country with a traditional social 
structure, which is going through a process of socio-economic 
change under conditions of political democracy, free migra- 
tion of population has wider economic, political and cultu- 
ral aspects. It is at once the cause and the effect of free- ” 
dom of economic opportunity that people in a free political 
community seek. One may view it as the means as well as 
the symbol of economic, political and cultural integration as 
a substitute for the archaic fragmentation of human com- 
munities. It is these wider aspects of social and spatial 
mobility which explain why the Indian Constitution has gua- 
ranteed that all citizens “shall have the right to move freely 
throughout the territory of India and to reside and settle in 
any part of the territory of India”. 


Under a free enterprise system all factors of production 
—labour, free capital, organization and technique—are free 
to move in response to higher rewards. This freedom of 
movement ensures the maximum efficiency and productivity 
of the factors of production—maximum output and the opti- 
mum use of the resource endowment that a country may 
possess through proper deployment of these factors over 
space. The end-result of economic mobility is equality of 
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factor prices where there is a national market for these fac- 
tors and full mobility is ensured by the forces of free compe- 
tition. 

This equilibrium hypothesis rests upon two assumptions 
which turn out to be the limiting factors of the equilibrium 
process in actual life. First, we must reckon with the ‘cost 
of movement’, which is akin to the cost of transportation in 
the case of commodities. We have to bear in mind Adam 
Smith’s profound observation that human beings are most 
difficult to transport. Even in a fluid society attachment to 
one’s neighbourhood and kith and kin and to local mores and 
local flavour of life is a formidable barrier. There is also 
the familiar reserve, if not prejudice, that marks the attitude 
of the locals towards the immigrants. Where immigrants 
arrive to intensify competition for the job opportunities, they 
are unwelcome even when they accept trade union discipline. 
Where ethnic. differences operate as an additional psycholo- 
gical barrier (apart from religious differences) and where, in 
addition, workers are unorganized and desperately poor, as 
is often the case in an underdeveloped country, migration 
may become. in fact, an explosive factor creating economic 
and social instability. 

Even with these qualifications which are quite serious, 
if not always decisive, the equilibrium hypothesis has been 
challenged, on the grounds of pure theory, when population 
migration is seen in the context of the vicious circle of under- 
development. Thus it has been argued that internai mi- 
gration induced by small, isolated pockets of prosperity in 
a country in which basic development is extremely uneven 
in spatial terms, has the perverse effect of accentuating re- 
gional inequality. In other words, whatever migration 
occurs in such a situation, in spite of the very high social 
cost of movement of labour, as explained above, is merely 
an expression of the de-stabilising or disequilibrating forces 
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which merely accentuate regional economic inequality in 
terms of employment and income. 


One encounters in this connection Myrdal’s hypothesis 
of “backwash effects” of economic development in isolated 
urban pockets on the economy of the backward hinterland.* 
Regions within nations do not typically have access to equal 
opportunities for growth on account of historical reasons, 
or disparity in resource endowment, or the advantage of an 
earlier start which prosperous areas may have. One may, 
however, expect that, eventually, as economic development 
gathers momentum the effects of the levelling-up process will 
make themselves felt. But on the short-run path of deve- 
lopment when development begins in isolated pockets 
favoured by better natural endowment andlor differential 
advantages created by human agency, the growth stimuius 
may itself be weak andlor the regional barriers may be too 
strong for the growth stimulus to communicate itself to the 
less fortunate or less favoured regions. As Myrdal has 
argued, urbanized growth centres act like a magnet, but 
selectively, on labour and capital in the sprawling, non- 
urbanized, agricultural hinterland. There is net emigration 
from the rural hinterland in which the age distribution of 
the population is unfavourably affected as the result of the 
migration of young and enterprizing elements. If the fertil- 
ity rates are higher, as they sometimes are in backward rural 
areas, the age distribution of the population which is already 
unfavourable becomes still more so, in consequence of selec- 
tive emigration. In the urban growth centres the cumula- 


“Gunnar Myrdal’s thesis was developed in his work Economic Theory 
and Underdeveloped Regions published in 1957. The present writer 
had developed in 1955 a similar thesis in the Indian context, and as 
part of a wider’ conceptual model, in the course of his presidential 
address at the annual conference (1955) of the Indian Economic 
Association. For an analysis of the Indian tradition of economic 
thinking on this subject, the reader may refer to the writer's work 
entitled Dadabhai Naoroji and the Drain Theory (Asia, 1965). 
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tive process of the increase of demand and of the volume of 
economic activity leads to an increase of saving and invest- 
ment, again, by a cumulative process. There is a “back- 
wash effect”, again, cumulatively, on the backward hinter- 
land in the sense that the economic surplus originating there 
is largely pumped out in various ways, because investment 
opportunities are relatively less attractive there, so that the 
private banking system naturally serves as a conduit pipe for 
the outflow of capital.* The odd thing about this process 
of mobility of capital is that it is the comparative ‘perfec- 
tion’ of the national markets through economic development 
in isolated modernized sectors of the economy that tends to 
frustrate even the initial stage of economic diversification in 


the stagnant poorer regions. 


Myrdal draws our attention to the “spread effects” of 
the growth stimulus as contrasted with the “backwash 
effects.” It is clear, from his point of view, that internal 
migration can have a constructive function in the levelling- 
up process of development if development is so patterned - 
that the “backwash effects” are substantially neutralized by 
the “spread effects” of the growth stimulus whether origin- 
ating in the urban pockets or otherwise. From this one de- 
rives, by inference, the concept of rationally spaced (both 
geographically as well as from the point of view of social 
distance) “growth centres” dotted over the countryside, 
which can propel it into a “virtuous circle” of cumulative 
growth of rural income and employment and enrichment of 
rural life and economic activity, thus counteracting the per- 


verse process of selective migration of labour, capital and 


*The high risk-premium which keeps the rate of interest on personal 
and crop loans abnormally high is hardly an incentive for modern 
private banking. It appeals only to the speculative trader-cum-money 
lender who operates on the basis of hypothecation of crops in advance 
—a practice which is obviously alien to the modern private banker in 
a situation where backward agriculture is hardly a business proposi- 
tion and the risk of default is high and unpredictable, 
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on 


enterprize from the areas in which they are needed most and 
can be developed to best advantage. 


Myrdal’s concept of “backwash effects” is matched in 
modern growth economics by Hirschman’s concept of 
“polarization effects.”* The latter concept has been deve- 
loped in the context of a ‘dual economy’ that characterizes 
an underdeveloped country, but may not altogether dis- 
appear in even affluent industrialized countries. In recent 
years a good deal of attention has been devoted to the phe- 
nomenon of dualism and polarization in countries at various 
stages of development. Referring to the North-South dual- 
ity, Hirschman says: “instead of absorbing the disguised un- 
employed, Northern progress may denude the South of its 
key technicians and managers as well as of the more enter- 
prising young men. Thus actual pay differentials between 
North and South are likely to overstate considerably the real 
productivity differentials in the most productive and skilled 
grades. In addition, of course, mobility is highest in these 
same lines so that it becomes almost a certainty that the 
South will lose to the North first and foremost its more high- 
ly qualified people.” Eckaus has drawn our attention to 
the predicament of Southern Italy in the early stage of Italy’s 
industrial development. Emigration was heavier from the 
South and at some time and in some places it exceeded the 
natural increase of population. The experience of Polish 
planning has also thrown up the problem of the perverse 
effects of internal migration in the context of the low gene- 
ral level of economic development. In Poland as well as 
in other centrally planned economies interregional labour 
migration has been minimised on the obvious ground that, 
otherwise, economic development would lead to the growth 
of a dualistic and polarized economy accentuating the re- 
gional differences in incomes, labour participation rates and 
the quality of the labour force. 1 


*A.H. Hirschman, The Strategy of Economic Development, 1958. 
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The perverse disequilibrating effects of internal migra- 
tion in underdeveloped countries, with high population pres- 
sures, unfavourable man-land ratios and inadequate econo- 
mic diversification, cannot be understood properly if we do 
not focus our attention on the specific character of internal 
migration as related to work opportunities connected with 
ownership of land. There is overwhelming evidence that 
the countryside expels not necessarily the most efficient and 
enterprizing workers, but vast masses of landless peasants 
and marginal farmers who fall below the margin and are 
unable or unwilling to carry on as floating labourers in tne 
rural areas. When they flock to the cities they create a 
perverse type of urbanization, which has by now become a 
dangerous portent of economic, social and political insta- 
bility. Let us turn to these aspects of rural-urban migra- 
tion, which are the mirror image of the contradictions in- 
volved in what is nowadays described as “lop-sided and 


uneven development”. 


It is trite to say that increasing pressure of population 
leads to fragmentation of land holdings. Indeed, the situ- 
ation has gone beyond mere fragmentation of holdings in 
many underdeveloped countries. As Eugene Black has 
aid, in India already a population equivalent to that of 
Great Britain has been squeezed out of any land holding 
whatsoever, even though it may still live in the rural areas. 
The incidence of consequent unemployment, under-employ- 
ment and poverty can thus be easily imagined. One can also 
understand how, in the circumstances, there should be a big 
push from the countryside to the already overcrowded cities. 
In Java where the density of population was recently as high 
as 1,100 per square mile, five hundred families a day moved 
into Jakarta from the surrounding rural areas. Similarly, 
two hundred families moved every day into Bangkok and 
Rangoon in a recent year. Urban growth in this setting is 
not an indication of the expansion of the industrial base, but 
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an expression of the severity of the agrarian crisis and the 
lack of work opportunities in the rural areas. From past 
statistics demographers have come to the conclusion that 
urbanization in India has grown much faster than industrial 
employment. The percentage of population living in the 
localities of 20,000 or more inhabitants rose from 4 to 12 
per cent between 1911 and 1951, while the share of the 
total labour force employed in industry increased from 11 
to 13 per cent in the same period. The pace of urban in- 
dustrial development has increased since 1951. Moreover, 
this comparison does not take account of the expansion of 
employment in the urban ‘service sector’ and the construc- 
tion industry, which is quite a significant feature of burgeo- 
ning urbanization anywhere. Nevertheless, the pressure of 
rural immigrants has always outrun the slow expansion of 
urban job opportunities. The result is increasing poverty 
and destitution in the cities and a mere transfer of the basic 
economic hardship from the rural to the urban scene, which 
makes the extremes of wealth more visibly accentuated and 
perhaps, therefore, less tolerable., 


It is necessary, for a proper perspective, to recall that, 
although urbanization of the type described above has been 
a recent phenomenon in India, urbanization by itself was 
an ancient trend. Its meaning and functional role was, 
however, different. It is useful to follow in this connection 
the distinction drawn between two contrasting types of ur- 
banization—(1) urbanization with an orthogenetic cultural 
role and (2) that with a heterogenetic cultural role.* There 
is change associated with both types of urbanization; the 
emphasis or orientation of change is, however, different in 
the two cases. In India urbanization was of the first type 
in the past. As Redfield and Singer say, the towns were 
the centres in which the ‘Great Tradition’ was systematised 


*The Cultural role of Cities by Robert Redfield and Milton B. Singer 
in Economic Development and Social Change, Vol. 3, 1954. 
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and developed through the medium of characteristic classes 
and institutions, but urban life and culture reflected and 
carried forward the ‘little traditions’ and folkways. There 
was an organic osmosis, and yet city life was not culturally 
static. It had a heterogenetic character, but it was subdued 
and not disruptive, on the whole. Through the conflict of 
different traditions means were found for using the prevail- 
ing tradition for contriving new arrangements which were 
seen by people to have been the outgrowth of the received 
tradition. Urbanization did not, therefore, mean rootless- 
ness and alienation as the result of the destruction of tradi- 
tion through heterodoxy and dissent. The link of the cities 
with rural life and culture was a close one. There was no 
hiatus between town and country. While the peasant was 
the mediator between primitive settlements and the urbanites, 


the urbanites were the repository of ‘tradition’ that bound 


all.* 

The heterogenetic character of urbanization has been 
accentuated in modern cities everywhere, as the result of 
rapid change in technology in relation to production for 
markets and the exigencies of finance or trade. Contact 
with foreign cultures and different traditions, modern eco- 
nomic enterprize and the cash nexus have all conspired to 
alter the emphasis and orientation of urbanization. Where 
rof. Giddings had summed up the relation between the 
the towns as follows: “The city combines ideas and 
jal mind. In exchange for the stream of fresh life 
that pour upon it from farm and village, it sends forth to every rural 
community, and even to the isolated homestead, stimulating currents 
of thought and of moral enthusiasm. It quickens social instincts and 
awakens interests in men and women whose lives were else monoton- 
ous and hard... The world owes great discoveries and its immortal 
creations to those who have lived with nature and with simple folk; 
but the creation and the discovery, the policy and the faith, have 
lifted and transformed the race only when they have been subsequent- 
ly fashioned by the mind and have been charged from the heart of 


the multitude”. 
It is doubtful whether this will appeal to presentday social scien- 


tists, particularly social anthropologists. 


*Long ago P 
countryside and 
thus forms the soc 
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cities develop into vast agglomerations of population and 
draw clements from distant areas and from different ethnic 
streams and the classes and institutions which used to main- 
tain and develop the ‘great tradition’ disappear or become so 
weakened as to be ineffective, the heterogenetic character of 
urbanization has full sway. One can explain in this way the 
phenomena of fragmentation, lack of assimilation and the 
resulting disorganization of urban life that one notices in our 
big cities. 


One must not forget in this connection that our big cities 
that threaten to become unmanageably bigger with passing 
years began their existence in the recent colonial period. All 
the ‘colonial cities’ in Asia have large, culturally diverse popu- 
lation. Many of them have foreign elements, but they aiso 
have diverse ethnic elements drawn from within the country, 
as is the case in some big Indian cities. New problems may 
also be created through the sudden influx of large refugee 
populations with diverse cultures and folkways. Although 
some of these ‘colonial cities’, by the very nature of their 
growth and their heterogenetic past, have become centres of 
nationalism and revival of local cultures, paradoxically, it is 
becoming difficult for them to live down their heterogenetic 
past which had, incidentally, suited the pragmatic needs of 
the colonial regimes. 


Turning our attention to the Indian scene, we discover 
that in the comparatively recent demographic history of this 
country, significantly enough, our country towns stagnated as 
the result of both modern economic change and the conse- 
quent reorientation of urbanization. In the earlier decades 
of the present century one noticed that Bengal and Bombay 
were being fast urbanized during the decade 1911-1921. 
While the towns with populations of about 50,000 added to 
their populations by over 16 per cent, the increase was consi- 
derably less in towns with populations between 5,000 and 
50,000, while the towns with populations between 10,000 
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and 20,000 could not maintain even the rate of increase of 
the population as a whole. In both Bengal and Bombay it 
was the pace of industrial and commercial activity that de- 
termined the distribution of population between progressive, 
stationary and decadent towns, though, for the lack of sub- 
stantial economic development the pattern was not as sharp 
as in Western countries. The average country town in India 
had hardly grown in half a century. Bengal did not have re- 
sidential villages, properly so called. There were no towns 
of the smaller size, and the population tended to congregate 
in towns of more than 20,000 inhabitants. Since the deve- 
lopment of railways and the decline in river-borne traffic, the 
old cities on the great rivers dwindled into insignificance. At 
the points of transhipment from river-borne to rail-borne 
traffic and vice versa, new cities arose or old cities expanded. 
Urbanization received an impetus near railway workshops and 
coal mines and near the location of modern industries. But 
the typical industrial and commercial centres which absorbed 
the vast streams of migration, were more than twice as large 
as the average country town in Bengal. 

One can easily take the view that the course of our 
economic, political and cultural history might have been 
different if urbanization had been more evenly spread, if the 
population in rural areas had not leaped across in enormous 
numbers to move into ‘colonial cities’ or new alien industrial 
or commercial centres, and if the nexus between town and 
country, according to the older historical tradition, had not 
been rapidly disrupted. The smaller country towns marked 
time and decayed, because the ‘spread effects’ of modern eco- 
nomic development did not reach them. Thus they lost-the% 
chance of growing into centres of rural life @nd’ tradition dit <@ 
the changing environment of the modern age, fas the reposi- = | 
tories of the cultural mores and even folkways \re-oriented in 5 
a progressive direction. On the other hand the cities of the re 
colonial period, with their sharply accented, heterogenetic.? 
character, have witnessed the disorganization ‘of feel andy 
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social tradition, without a new ethos and new mores creat- 
ing a new balance for the vast masses of rural immigrants 
who have remained foot-loose and unassimilated in alien 
surroundings. 


The situation that has developed is, however, far too 
complex to enable us to strike a simple balance-sheet of 
social advantage. Social scientists have drawn our atten- 
tion to the ‘pull’ of the city (some of them prefer to call 
it the ‘lure’ of the city). A job in a city, however lowly it 
may be, has come to possess prestige value. Small remit- 
tances sent by urban immigrants to their village homes are 
a symbol of a new kind of life which is not as monotonous 
as the traditional life of a tenant or sub-tenant or share- 
cropper or an agrarian serf. The ‘city ensures a freer, 
though alien and amorphous, style of living. The anony- 
mity of the city brings freedom from traditional social con- 
straints. There is a glimpse of varied economic opportu- 
nity and, particularly, sometimes the opportunity of acquir- 
ing new skills in excitingly new occupations, however paltry 
they might be. Even hard manual labour for long hours 
offers relative satisfaction in terms of monetary reward in 
a city than in most of the rural areas of the country, from 
which, owing to increasing population pressure and un- 
favourable agrarian relations, people are ‘pushed’ out to 
seek their ‘livelihood’ in the distant cities. 


The debit side of the balance-sheet of social advant- 
age has, however, impressed most sociologists and demo- 
graphers. An enormously expanding need for housing, 
water-supply, sewage disposal, transport and educational and 
health facilities throws local administrative and financial re- 
sources out of gear, under the pressure of rapid urbaniza- 
tion, even in affluent countries. In a country like India big 
cities are clearly overwhelmed by administrative and financial 
problems. Overcrowding; slum conditions; lack of sanitation, 
of transport facilities, of adequate water-supply and educa- 
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tional facilities are some of the obvious consequences of rapid 
urbanization. An adequate material base for rapid urban- 
ization is clearly lacking. The supply of labour exceeds the 
absorptive capacity of the cities, so that, on the whole, rural 
under-employment or unemployment is converted into large- 
scale urban unemployment or under-employment. This con- 
version appears to be effected at a high human cost, because 
the cities lack the capacity to provide even the elementary 
social amenities and the immigrants become a mass of un- 
assimilated and maladjusted individuals in strange surround- 
ings whose existence is insecure and unpleasant. 


The presence of large masses of socially unassimilated, 
ill-adapted and ‘foot-loose’ immigrants from the rural areas 
is a matter of serious concern. The revolution in the accus- 
tomed system of food habits, exercise, recreation and perso- 
nal hygiene in a crowded environment impairs healthy normal 
metabolism. The immunity to specific diseases acquired in 
rural surroundings does not help the immigrant to fight fresh 
infections in urban surroundings, particularly in congested 
areas in which he has to live. There is lack of adaptation 
in other respects. New ways of life cannot be quickly assi- 
milated by people who are used to a tradition-bound society. 
There is thus an acute sense of lack of personal status, while 
at the same time the moral controls traditionally exercised by 
the extended family or rural community disappear. In agri- 
culture the family is the natural and essential unit for work 
as well as for life. The disruption of family life that occurs, 
as the result of immigration to the cities, is a potent source 
of moral turpitude, crime, prostitution and anti-social beha- 
viour in general. Connected with bad housing conditions, 
both as a cause and an effect, is the shiftlessness of a fairly 
large proportion of the immigrant population. 


There are two economic factors which operate cumu- 
latively in conjunction with the broad sociological factors out- 
lined above. Labourers who come to the factory towns 
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find the discipline and monotony of work in cramped sur- 
roundings irksome, whereas. they were previously used to an 
open-air life in the fields in close touch with their family 
members and their domestic animals. Since adaptation to 
new ways of work takes time, the evils of the transition period 
are serious enough to create long-term difficulties of adapta- 
tion. Eugene Black, former President of the World Bank, 
correctly appraised the situation (‘The Diplomacy of Econo- 
mic Development’, pp. 10-11) when he said: “the migrant 
to the city is perhaps the most cruelly treated by the historic 
transformation going on in the underdeveloped world. Away 
from the familiar ways of his native village, he is plunged 
into a bewildering, formless, insecure life requiring a whole 
set of attitudes towards life and work. If he is lucky enough 
to get a factory job, he is likely to find factory discipline irk- 
some and pointless.... Away from work he is more often 
than not herded into a wretched slum and exploited by the 
large, permanent world of beggars, vagrants, refugees, petty 
criminals and the like who manage somehow to survive on 
the fringe economies of the cities of the underdeveloped 
world”. There is a second economic factor to be borne 
in mind. The new wants generated by the relative opulence 
of the towns, the large disparity in living standards and 
the gap between the new wants and the capacity to satisfy 
them generate economic and social instability. “Revolution 
of rising expectations” is a phrase with which we merely 
delude ourselves, as Eugene Black pertinently says, because 
we merely describe the process rather than the prospect of 
economic development. For the immigrant in the city, his 
presence in the city is marked not by rising expectations, but 
by a loss of traditional expectations, not by enjoyable gains, 
but by a new awareness of deprivation. The first-generation 
youth who repudiate their parents as peasants and have al- 
ready consciously rejected traditional authority and have not 
developed new values and controls appropriate to freedom 
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are easily drawn into the ranks of anti-social elements 
through a complex interaction of economic and social causes. 


There is one aspect of urbanization that deserves seri- 
ous attention. This is really an aspect of the lack of assimi- 
lation of immigrant rural elements into urban life. Signi- 
ficant numbers of immigrants, not necessarily of the same 
ethnic origin, tend to form a sub-culture of their own, while 
living in slum areas or ‘shanty towns’ on the fringes of urban 
life, irrespective of whether or not they are physically located 
on the fringes of the cities. They remain close to the folk- 
ways, habits and outlook of the hinterland from which they 
were pushed out. They are neither urban nor rural and tend 
to exhibit the worst features of both rural and urban life. The 
bulk of the industrial workers, as Eugene Black has noted, 
and also urban artisans and low-paid workers in the ‘service 
sector’ tend to be sucked into these fringe zones of the Indian 
city. These amorphous twilight zones tend to develop into 
an underworld, culturally as well as politically. It is here 
that the sharpest social and economic contradictions appear 
in their stark reality. Social stratification, sharp enough in 
the villages, is also a stark reality in these twilight zones; only 
it is overtly resented in an amorphous urban situation. In 
countries like India, the social distance between the ‘upper’ 
and the ‘lower’ classes is much more pronounced than in the 
west and class consciousness is also sharper. An awareness of 
enormous social differences, a feeling of belonging to a cer- 
tain class and having little or nothing in common with a 
‘higher’ or ‘lower’ class is now very much a part of urban 
life. Acquiescence in the prevailing social stratification no 
doubt still determines the attitudes at the upper and the lower 
ends of the social spectrum. But the existence of huge differ- 
entials (both economic and social) is being increasingly re- 
sented in the countryside and the towns, but more in the 
towns than in the countryside. The power-structure resting 
so far on the deep inertia of the ‘lower’ classes and interested 
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in the preservation of accepted ways is being currently chal- 
lenged. The twilight zones in the cities can easily become 
an explosive element, unless the basic contradictions are 
otherwise resolved. 


At this point of the analysis, it would be appropriate to 
trace the orientation of public policy in relation to internal 
migration in developing economies. That there are perverse 
effects of internal migration, at any rate in the initial stage 
of development, is now recognized as an empirical reality. 
That it cannot be left entirely to the free working of econo- 
mic forces, on the equilibrium hypothesis, also stands to 
reason. The problem posed has the aspects of a dilemma, 
which go to the roots of the economic philosophy of plan- 
ning. Naturally, we can identify alternative policy trends, 
depending upon the nature of the planning process that a 
country may have in view and its own view of the emerging 
socio-economic situation and of the social costs of economic 
development in relation to political compulsions. 


In socialist economies, socialism has meant, since Marx’s 
‘Communist Manifesto,’ bridging the gulf between town and 
country, in other words, raising the level of economic acti- 
vity in the country as a whole by a widening and deepening 
of the capital base and maintaining an approximate equal- 
ity of levels of living everywhere. This is, however, a long- 
term objective. In the short run, the pre-existing regional 
inequalities could not disappear through revolutionary ac- 
tion. Therefore, they have faced in the initial period of 
rapid planned development, a strong tendency for rural peo- 
ple to migrate to towns, even when the unsettled condition in 
the rural areas was no longer the obvious incentive. They 
have soon realized that such migration has perverse econo- 
mic effects, that it is not an ultimate solution to either the 
rural or the urban problem, and that it is likely to cause a 
breakdown in the cities in the early revolutionary phase, if 
left unchecked. Rural-urban migration has, therefore, been 
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rigorously controlled. Even after decades strict regulation 
of migration has continued on the theory that it is necessary 
for planned deployment of manpower in relation to plan- 
ning targets. 

In free enterprize economies, freedom of movement of 
people and freedom of choice of occupations are, by them- 
selves, considered the essence of freedom (even if such move- 
ment is irrational and the freedom of choice of occupation 
an empty phrase in particular circumstances). Public policy, 
therefore, is directed towards dealing with the perverse effects 
of migration of population, if and when they become serious 
enough. If and when regional inequality becomes too sharp 
the problem is how to reduce it to an acceptable extent. 


To begin with, a central government’s declared or un- 
conscious intention has been to maximize growth. The obvi- 
ous way of achieving this objective is to favour fast-grow- 
ing regions with intensive public investments which create 
large requirements of social overhead capital in the future. 
The emerging regional inequalities are regarded as inciden- 
tal to rapid economic growth. There is a less overt way 
of discriminating in favour of large industrial growth cen- 
tres, viz., tariff protection which alters the terms of trade in 
their favour. ; 

There is always an attempt in developing countries to 
rationalize regional inequalities on the ground that develop- 
ment means that some regions should develop faster than 
others and, therefore, regional inequality is inherent in the 
very process of development. To ensure social justice it 
should be possible to pursue an active policy of income 
transfer to the poor regions in various ways. Indeed, pro- 
gressive income-tax and concomitant welfare payments may 
be sufficient to generate substantial interregional income 


transfers. 
But the problem is not merely one of income transfers 
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in this way, but of self-sustaining development in the back- 
ward regions. If this logic is accepted, there is a strong 
‘case for central social overhead investment as well as direct 
productive investment on the initiative of the central Gov- 
ernment, in the backward areas. In other words, the main 
thrust of public policy then turns out to be planning of re- 
gional increase of (a) direct public investment, and (b) per 
capita income, with a view to reducing the regional inequalities 
in respect of both. After regional public investment has gone 
on for some time, growth stimulus may be sufficient to at- 
tract private investment. The State’s resources may be de- 
ployed elsewhere, while a larger proportion of new invest- 
ment may be financed from earnings of previous investment. 
One can, indeed, think in terms of a revolving fund operat- 
ing for regional development. 


Reducing the interregional gap may mean, however, fur- 
ther refinement and sophistication of public policy in terms 
of policy objectives. From the political angle, it is the ab- 
solute regional income differentials which are an irritant. In 
the short term or the medium term, it may be wise to con- 
centrate on (a) the narrowing of growth-rate differentials 
and (b) the convergence of the per capita regional incomes 
with the per capita national income. If the object is to 
narrow the gap between the leading and the lagging re- 
gions, from the statistical point of view, the absolute differ- 
ential between the richest and the poorest regions would be 
more significant than an index of dispersion. Whether, 
however, the absolute regional differences can be entirely 
eliminated even when the economy has reached a level of 
affluence is, however, questionable in the light of empirical 
experience. 


There is one aspect of the public policy of compensa- 
tory or countervailing income transfer which raises serious 
doubts as regards social advantage in relation to social cost. 
I have already referred to the rising cost of urbanization, 


Migration, Urbanization and Regional Development 7 


which perpetually lags behind the requirements of an increa- 
sing population. The new needs generated by urbanization 
and industrialization call for the development of (a) in- 
frastructural facilities, (b) social security measures and (c) 
social assistance measures to prevent the breakdown of even 
modest urban standards of tolerable existence. If the cost of 
urbanization is met mostly by the State, the question is whe- 
ther the alternative cost of strengthening the more vulnerable 
rural sector is not more worthwhile from the social point of 
view, and whether the bulk of the cost of urbanization should 
not be more equitably borne by the afluent beneficiaries of 
urbanization. As regards social security measures and social 
assistance measures, the beneficiaries tend to be exclusively 
workers in modern industries, or persons employed in the 
public or semi-public services. The assistance measures un- 
dertaken by the State or by large enterprizes reflect ideas 
which the workingclass does not accept and it does not 
consider them adequate, or as corresponding to their most 
essential needs. Complex problems of class relations arise. 
The needs of the other classes of citizens in the cities and 
the vast rural areas of the country are not adequately weighed 
in the balance, because they remain inarticulate. 

Public policy relating to internal migration is deeply 
concerned with certain problems connected with the spilling 
over of people from one congested rural area to another 
rural area where there may be scope for agricultural enter- 
prize. Seasonal migration of agricultural labourers across 
the State boundaries, in response to the different timing of 
sowing and harvesting or job opportunities during the slack 
season, is a familiar phenomenon in most parts of the coun- 
try. But permanent migration and settlement poses pro- 
blems in areas where the local inhabitants have been un- 
able, or even unwilling, to take advantage of the better oppor- 
irrigation suddenly thrown open, or better 
ing or land utilization, in general, which en- 
In the 


tunities of 


methods of farm 
terprizing migrant farmers are in a position to use. 
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world as a whole, as also in India, the population is unevenly 
distributed in relation to resources. Mobility of labour, capi- 
tal and enterprize, if it is conducive to more efficient re- 
source use per head of population, is bound to generate 
healthy growth. But there is always limited rationality in 
human affairs. The linguistic, ethnic and cultural barriers 
that unfortunately divide men in the same country. operate, 
as I said at the outset, as barriers to movement of people, 
particularly if it is on a sufficiently perceptible scale. If 
the locals are Jeft behind in the race, the causes are held to 
be the vicious circle of underdevelopment and strong emo- 
tions are aroused. 


The incursion of plainspeople into the hilly tribal re- 
gions in certain parts of India, or into tribal areas in the 
forest regions, has created not only difficult problems of 
acculturation and disorganization, but has been accompanied 
by the familiar features of economic exploitation, especially 
where the land system and agrarian relations operate entirely 
to the disadvantage of the tribal people. The problem does 
not seem to be confined to the rural or the tribal scene. 
It has begun to obtrude itself in the non-agricultural sec- 
tors too. Even what ought to be treated as common national 
resources—water, irrigation and power potential, fuel and 
mineral deposits (‘free gifts of nature’, as economists call 
them)—has begun to be treated as the exclusive property of 
particular human groups. The “children of the soil” argu- 
ment has now become an emotional symbol and a source 
of political conflict. There is no doubt that sometimes chau- 
vinism and exclusiveness which masquerade as the so-called 
search for linguistic, cultural or ethnic identity, have creat- 
ed very awkard political situations quite out of propor- 
tion to the realities involved. It is necessary to separate the 
spurious and irrational image of reality from the genuine 
difficulties of particular transitional situations. When, for 
example, in comparatively backward areas the strain of con- 


= 
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tinuous, and sometimes large and sudden, influx of other’ 
ethnic groups is superimposed upon the prevailing tensions 
of backwardness and underdevelopment, a conflict situation 
arises, especially when immigration either upsets the political 
balance by altering the ethnic or linguistic composition of the 
population or threatens to upset it. We have had unfortunate 
evidence of this in India’s eastern regions. Fragmentation 
of bigger economic units.is hardly a solution to the basic 
difficulty of underdevelopment, unless there is the compulsion 
of integrated and intensive development of a widely dispersed 
character. When this compulsion exists, a large unit with 
diversified resource endowment is a distinct advantage which 
is sacrificed for the sake of political expediency. 


The overwhelming logic of the analysis presented in 
this chapter points to the need for intensive, integrated 
and very widely dispersed effort centred on what has 
now been called “area development” and so conceived 
as to maximize the “spread effects” of development, how- 
ever modest it might be. With the infrastructure that the 
country now possesses, the industries ancillary to agriculture 
and to the production of basic consumer goods, that have 
now grown, the credit base that nationalised banking can 
easily sustain and the technical breakthrough in agriculture 
that has already had a sufficiently diffused “demonstration 
effect’, it is now possible to break through the vicious circle 
on which the present chapter is perhaps a dismal commen- 


tary. 
Certain lines of public policy easily suggest themselves 
in the light of past empirical experience and the recent trend 


of governmental thinking. These may be summarized as 


follows: 

1. Location of heavy industries, capital-intensive in- 
termediate goods industries and sophisticated consumer 
goods industries in backward areas is no solution to regional 
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imbalances in employment and incomes, in view of the very 
limited “spread effects” of the growth stimulus. 


2. The scramble for the location of such industries 
creates harmful psychological tensions and very often re- 
sults in wrong location, from the point of view of cost ad- 
vantage. 


3. It is realized that the multiplier “spread effects” of 
the growth stimulus are best generated not through isolated 
urbanized and industrial pockets, but through a network of 
nodal points of growth involving agriculture, small indus- 
tries based on local agriculture, local production of consu- 
mer goods, stock farming, horticulture, etc. 


4. These nodal points have to be identified as poten- 
tial growth centres, the dynamism of which has to be gene- 
rated by planning effort at the grassroots through an inter 
sive coordinated programme in which State agencies, volun- 
tary organizations and local co-operatives of workers and 
peasants will participate, according to certain “rules of the 
game”, through appropriate institutions. 


5. “Community development” should now be revamp- 
ed with emphasis on “area development,” “village develop- 
ment” and “growth centres” as nodal points of integrated 
development. 

6. The primary basis for growth centres may be eco- 
nomic diversification, but the latter must centre round im- 
proved agriculture with better access to improved inputs, 
credit and marketing facilities, better rotation and selection 
of crops, better water management and pest control and, 
what is more important, full implementation of land reforms. 


7. The main principle of planning underlying these 
dimensions of thought is that what is needed for reducing 
regicnal imbalances is regional increase of invesment and 
of the income generated thereby, rather than redistributive 
transfer of income—a point made earlier in this chapter. 
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8. In planning this kind of investment, the need for 
State initiative and the direct participation of the State in 
investment is unavoidable. One can, however, expect private 
enterprize and local investment to catch up by a multiplier 
process when the “spread effects” of development are plan 
ned in the manner outlined above. It would be wasteful 
and may be like putting the cart before the horse if attract- 
ive monetary incentives are offered by the State, as has been 
recently decided, to industrialists to motivate them to start 
modern industries in backward regions. 

9. From the point of view of Myrdal’s theory which 
‘has been confirmed by empirical experience in Spain and 
Italy, for example, the surplus generated in the rural areas 
is drained away to the fast-growing, urbanized industrial 
areas either through direct investment in urban industry and 
commerce, or through the medium of the private banking 
system allied to urban industry. As regards this trend, India 
cannot be said to be an exception. With investment oppor- 
tunities opening up in the rural sector in a big way and the 
nationalised banks being fortunately ready at hand to assist, 
one may not unreasonably anticipate that not only will the 
outflow of capital and enterprize from the countryside be 
counteracted, but actually a reverse flow may be induced. 


These strands of thought are not merely speculative 
theorising but seem to be influencing the direction of plan- 
ning policy currently. Let me illustrate briefly. 

On the 31st of March, 1973 an article contributed io 
the ‘Times of India’ (Delhi edition) supplement on ‘Progress 
in Agriculture’ by the Central Minister of State for Agricul- 
ture bore the significant title ‘Integrated Growth for More 
Employment.’ Since its content of thought shows a striking 
similarity with the ideas summarized above it would be ade- 
quate if some relevant excerpts are quoted below without any 


further comment. 
1. “For the approach of integrated rural development, 
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the concept of ‘growth centre’ is being increasingly accepted. 
Already in a number of countries a deliberate policy of esta- 
blishing growth centres has been followed to lift the depress- 
ed areas out of their backwardness resulting from the back- 
wash effects of economic development.” 


2. “Under the scheme of pilot research projects for 
growth centres, expertise has been built up for the prepara- 
tion of block area development plans. The objective is to 
strive for spatial planning in respect of economic and social 
space, besides geographical space. The general settlement 


plan should provide a framework for undertaking individual 
programmes.” 


3. “The particular interest is to identify the central 
place or the growth centre so as to ignite the entire develop- 
ment process in the countryside. Each growth cenjre in a 
block will identify the hinterland or settlement it has to de- 
velop functionally. Such areas could easily serve as places 
from where to choose the sites for the establishment of a 
bank or a hospital or a modern paddy or sugar mill. Simi- 


larly, for lower order functions, a larger number of places 
could be chosen.” 


4. “The small and marginal farmers and agricultural 
labourers’ programmes constitute the major plank for im- 
proving the economic condition of the weaker sections of 
the people. Programmes for small, but potentially viable, 
farmers are operated in selected districts. The agency pre- 
pares suitable programmes, identifies small farmers eligible 
for participation and ensures a steady flow of inputs, services 


and credit. It also helps the farmers through co-operative 
agencies.” 


5. “For the large class of marginal farmers and agri- 
cultural labourers, the main focus is on the provision of fuller 
employment as part of the area development programme. 
Projects established for this purpose are market-oriented, 
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that is, centred around areas of consumer demand so that 
there is scope for employment-oriented activities. Agencies 
for small farmers and agricultural labourers have been set 
up in 87 project areas.” 

6. “Rural works programmes with high employment 
potential create durable community assets. It is estimated 
that, for every Rs. 1 crore of expenditure under this pro- 
gramme, employment is expected to be provided in the 
relevant working season of the year for about 25,000 to 
30,000 persons”. 

7. “Pilot intensive rural employment projects have 
been initiated in 15 selected blocks, with a view to offering 
suitable manual work to every person in the age-group 15- 
So 

8. ‘Community assets help to develop a self-generat- 
ing and self-propelling economy which, in turn, helps to gene- 
rate, on its own, secondary and tertiary employment.” 


9, “Our tribal areas have yet to get fully into the 
mainstream of national life. Their problems are of a com- 
plex nature because of lack of infrastructural facilities, in- 
cluding the means of communication. Special tribal deve- 


lopment agencies will study in depth the problems of tribal 
areas.”* 

10. “There are many other spheres in which the rural 
communities are being helped to raise their level of living. 
One such sphere is to provide much-needed nutrition of vul- 
nerable groups of weaker sections in the rural areas.” 

The other illustration of the current trend of thinking 
on the planning of rural development is provided by the 
‘approach paper prepared by the Planning Board of West 
Bengal. The Board has mentioned the strategy of reduc- 
tion of the gap in the development of different regions. 


“This is an understatement of the problem as well as the require- 


ments to combat it. 
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It feels that the core of the strategy is modernization of 
agriculture. In each district there will be two project areas, 
each of which is estimated to cover about 4,000 hectares of 
cropped land in 30 contiguous villages, in which it will be 
obligatory for land-owners to participate in the project pro- 
grammes. Each project agency will undertake to construct 
its own irrigation system, power installation, storage facili- 
ties, dairy and poultry units and roads to facilitate market- 
ing. 


Credit will be available to all, irrespective of creditwor- 


expected that this would be an incentive to raise agricultural 
yields per unit of land. It is, therefore, anticipated that the 
Present tendency to grab as much land as possible and to 
lease it on an exorbitant rent will be counteracted, because 

Idings will be better off by apply- 
t amounts to their land. Tt is also 
is happens land will pass from par- 
Ctive entrepreneur-workers (it is as- 


and-a-half or 
r agricultural 
Ina One-crop economy, 
hardly obtain employment for more 


. With two-and-a-half or three crops 
days required will į 


at there will be eventually a shortage 
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Rs. 3.80, which cannot be enforced, is likely to reach the 
level of Rs. 5. 

Modernized agriculture will enlarge the market for agri- 
cultural inputs and stimulate the development of industries 
allied or ancillary to agriculture. In traditional agriculture 
the combined value of fertiliser, power and machines is not 
more than 2 per cent of the value of the crops. With mod- 
ernization, this will go up to as much as 20 per cent. The 
Board has estimated that modernization of agriculture in 
10,000 villages will need 2,200 MW of additional power and 
Rs. 40,000 worth of engineering goods on the average per 
village. For a gross cultivated area of 11,500,000 hec- 
tares, the annual requirements of fertilisers will be of the 
order of Rs. 340 crores. In addition, there will be a 
striking increase in the demand for consumer goods and ser- 
vices. The multiplier effects on secondary and tertiary 
sources of employment wil} be such as to generate a process 

“of economic diversification in the countryside, which is so 
badly needed to support a very high rural density of popula- 
tion and to prevent the breakdown of the Calcutta metro- 
politan complex through the backwash effects of industrial 
development originating in this complex. In other words, 
the chances of near-disaster can be converted into a great 
economic opportunity, while the sands of time are fast run- 


ning out. 
Addendum to Chapter 4: 
Income Distribution and Growth Variables 

Chapter 4 has dealt with the perverse effects of economic 
development insofar as they not only sustain, but may ac- 
tually accentuate, economic disparities. The high popula: 
tion pressures tend to aggravate the situation. 

In this addendum an attempt has been made to relate 
this process to the growth variables set out in the growth 
formula reviewed in the earlier chapters. 
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The growth formula treats national income per capita 
as a measure of development. This involves an implicit as- 
sumption that there are no serious problems of income distri- 
bution, i.e., we assume a society in which there are no sharp 
differences amongst individuals and groups, with regard to 
wealth, income, economic opportunities, natural abilities and 
preferences. Thus the product-mix and the choice of tech- 
nology are rationally determined in the sense that they do 
not largely reflect an irrational structure of production and 
consumption moulded into shape by sharp inequalities in 
the distribution of wealth and income—a structure that is 
irrational not merely on grounds of social ethics, but on the 
ground that it is a serious operational constraint on continu- 
ing growth with stability. It is the latter aspect of irration- 
ality, especially in developing countries, which is reflected 


in the phenomena of mass unemployment and under-em- 
ployment. 


When dealing with the growth formula one, however, 
does not assume that social justice has necessarily been ach- 
ieved, but it is assumed that whatever aspect of it remains to 
be achieved or improved upon will be achieved or improved 
upon, as the result of the increase of GNP (assuming, of 
course, that this would imply a corresponding increase 
of welfare, which may or may not be the case), When, how- 
ever, there are sharp inequalities of wealth, income and eco- 


nomic Opportunities, as in most developing countries includ- 
ing India, we should be 


istorted. One cannot argue that a 
and services would necessarily mean 


erms of higher real incomes andlor 
more employment Opportunities, | 
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It would, therefore, be a useful exercise to review the 
bearing of the inequalities in income distribution upon the 
growth variables, in order to make them more realistic and 
enlightening. 

With sharp inequalities in income distribution as a 
point of departure, one can at once see that these inequal- 
ities are reflected in the structure of demand and consump- 
tion, which, again, determines the structure of production 
or the ‘product-mix’ in the initial stage of the growth pro- 
cess. At the initial position, the composition of home de- 
mand bears the overwhelming impact of the demand of per- 
sons belonging to the higher-income brackets. After the 
growth process has started, import-substitution policies are 
directed to meeting the effective demand for sophisticated 
consumer durables or other high-income goods. There is 
a tendency to adopt progressive, capital-intensive techniques 
of production evolved in developed countries desiring to 
save labour where labour is a relatively scarce factor. The 
flow of such techniques is stimulated, because the domestic 
market is a ‘sheltered’ one, due to high protection against 
foreign competition in the form of rigid import controls. No 
incentive is left for the adaptation of imported techniques to 
the resource endowment of a poor developing country. 
Adoption of capital-intensive techniques is further encourag- 
ed by ‘tied’ projects of foreign aid. Technicians who accom- 
pany the movement of plant and machinery bring the ex- 
perience of countries in which high productivity is always 
synonymous with high capital-intensity. Added to these is 
the factor of aggressive export promotion, as the result of 
which advanced capital-intensive technology has been made 
available through attractive terms of export-credit financing. 


The compensating features of this trend of development 
seem to be impressive enough when we recognize the ex- 
tent to which modern science and technology are absorbed 
and ‘naturalised’, especially in the field of manufacture of 
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basic capital goods and the provision of infra-structural 
overheads of development. 


The perverse effects of development are, however, equal- 
ly evident when we reflect on the manner in which sophis- 
ticated consumer goods and services are produced on a nar- 
row base of consumer demand (owing to the extremes of 
wealth and poverty) with sophisticated labour-saving tech- 
niques of investment. In the first place, while the manu- 
facture of these goods may be quite non-competitive, that 
of simple consumer goods may be quite competitive. One 
may put food production and small industries arid handi- 
crafts in the latter category. This turns out to_be an ob- 
stacle in the way of expansion of employment and income 
in branches of production requiring little skill and small 
capital, while, in consequence of capital-intensity in modern 
manufacturing industries, the employment-output ratio re- 
gisters a much steeper decline in under-developed countries 


than in the rest of the world—a clearly perverse effect of de- 
velopment, 


Such perverse effects seem to have been accentuated by 
measures designed to stimulate investment, like tax credits 
or exemptions, accelerated depreciation and direct grants 
and subsidies. When tax evasion is widespread, any reduc- 
tion of taxation fails to serve as an incentive. Subsidies 
offend against the principle of social justice even when pri- 
vate Investment is subsidized through high taxation of higher 
incomes, because the redistributive effect o 
tralized to the extent of these subsidies. 
deed, unnecessary, if the object 
from some industries to others, 
relative profits, the same ob 
low-priority industries rather 
rity ones. 


f taxation is neu- 
Subsidies are, in- 
is to redirect investment 
because if what matters is 
ject can be gained by taxing 
than by subsidizing high-prio- 


A significant perverse effect is the bearing of this trend 
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of development on what is called the foreign exchange ‘con- 
straint’ inherent in the process of development. 


As already explained, import substitution in practice 
tends to meet the effective demand of high-income groups 
for sophisticated goods rather than the potential demand 
of the low-income groups for articles of simple necessity. 
The net effect of this is to freeze the pattern of unequal in- 
come distribution. A built-in mechanism comes into ex- 
istence, which makes subsequent income redistribution diffi- 
cult. Existing capacity has to be fully utilized. The exist- 
ing ievel of employment has to be maintained. Initially, 
the demand for imported spares, essential industrial raw 
materials and other complementary imports strained the 
foreign exchange resources. Even when eventually this de- 
mand is met locally by a further process of import-substitu: 
tion covering these categories of goods, the unequal pattern 
of income distribution and consumer demand becomes still 
further frozen and becomes a kind of built-in necessity, on 
the ground that men and machines in the existing industries 
cannot be permitted to be thrown out of employment. 


One can, however, try to rationalize this situation by 
arguing that, while there is import-saving, these sophisticated 
branches of manufacture can also expand their exports, so 
that the foreign exchange constraint becomes less exacting 
than before. Both these possibilities may, however, be frus- 
trated, when in consequence of more uneven distribution of 
incomes, as the result of development, internal consumption 
of the products of these industries is allowed to expand, so 
that the imports of complementary intermediate products 
are not reduced to the extent that was anticipated and domes- 
tic consumption cuts into exports to a greater extent than was 
foreseen. To escape the rigour of the foreign exchange con- 
straint, export promotion may then be subsidized, particu- 
larly to offset the inflationary pull of home demand as well 
as the unfavourable cost-structure in relation to quality and 
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export prices. But the net effect of the operation of such 
controls is negative, from the point of view of income dis- 
tribution. 


Some of the perverse trends discussed above are reflect- 
ed in certain statistical indicators relating to the Indian 
economy. 


In the first place, as the National Commission on Labour 
has said (Report, p. 225), “Wage Costs as a proportion of 
total costs of manufactures have registered a decline”. The 
Reserve Bank of India studies have confirmed that the wage- 
cost as a percentage of the value of output (net of basic duty) 
has fallen from 15.4 in 1965-66 to 14.8 in 1969-70, in res- 
pect of 1,501 companies. The cost of raw material and pro- 
fits have risen, while the share of excise duty has been Rs. 
707 crores, as compared with Rs. 952 crores which have 
gone to labour by way of wages, salaries and bonus. The 
long-term decline in the share of wage costs in the total 
cost is indicated by the fact that the share declined from 


53.3 per cent in 1949 to 36.8 per cent in 1966 on a com- 
parable basis. 


In the second place, during the last six years (1965- 
66 to 1971-72) employment in organised industries has 
risen by 10 per cent, i.e., at a compound rate of only about 
1.5 per cent per annum. Substitution of capital for labour 
has been one important factor that explains the sharp decline 
in the wage-cost as a Proportion of total costs. The rela- 


tively low increase of employment is symptomatic of the 
same underlying tendency. 


There has been substitution of capital for labour even 
in traditional industries in which it is not justified by the 
calculus of cost-benefit from the social point of view, which 
would stress the necessity of increase of employment and the 
total wage-income in such industries. The increase in the 
share of ‘salaries’ in the value added by manufacture is an- 


e 
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other evidence of such substitution (between 1949 and 1966, 
generally, the share of ‘salaries’ increased by a little more 
than 5 per cent, the base being much higher in 1966 than 
in 1949). I may add that capital-intensity has been foster- 
ed by the low rate of interest at which capital has been 
made available to the entrepreneurs. And yet the level of 
investment and the creation of new employment have not 
kept pace with the requirements of the situation. 


In the third place, as the National Commission on 
Labour has concluded, “the increases in the money wages 
of industrial workers since Independence have not been as- 
sociated with the rise in real wages, nor have real wage 
increases been commensurate with the improvement in pro- 
ductivity” (Report, P- 225). During the last few years, 
while the number of industrial workers has increased, the 
share of wages in the value added by manufacture has 


sharply declined. 

In the circumstances explained above, one cannot say 
that labour has shown a lack of restraint. It is capable of 
showing more restraint, if necessary, if the fruits of develop- 
ment are equitably shared in terms of creation of more em- 
ployment and a commensurable rise in real wages with ad- 
vances in productivity. On the other hand, growth offends 
against the simple principle of social justice if increasing 
shares of the economic surplus go either to industrialists by 
way of higher profits, or to rich farmers in terms of high 
margins of mark-up plus tax avoidance and evasion* 


In the light of what has been discussed in the Adden- 
dum and the body of Chapter 4, one can understand the 
significance of the current shift of emphasis from ‘growth’, 
in terms of the growth formula to ‘social justice’. There 
cannot be a swing to the opposite extreme, if only because 
Nage Curbs’ in the Economic and Political Weekly, 


*cf ‘Cover for V 
Vol. 8, No. 14, April 7, 1973. 
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the process through which the economy has passed is not 
entirely reversible in the present constellation of social for- 
ces. But it is not irreversible either. The position can be 
rectified through a change in the scale of social values as 
reflected in our social, economic and industrial priorities, 


Unfortunately, the question is sometimes presented in 
the form of hard choice between irreconcilable objectives, as 
if growth is opposed to social justice and social justice is 
Opposed to growth. Social justice, both absolute and 
relative, may very well be treated as an additional dimension. 
Absolute social justice targets have to be added to the con- 
ventional growth targets and what this amounts to is an in- 
crease in the number of instruments needed to achieve the 
targets. In such a context, it is not necessary to sacrifice 
growth targets for social justice targets and vice versa, if the 
country has made up its mind politically. Even when the tar- 
gets are relative, achievements or social advantages on dif- 
ferent dimensions can be assessed on the basis of what is 
called an optimal solution, through a ‘trade-off process. It 
may not be like the ‘trade-off? between inflation and un- 
employment, i.e., how much of unemployment is to be 
reduced against how much of additional inflation and vice 
versa. We may think of instruments by which we can re- 
duce both.* The question of ‘trade-off? comes when all 
Possible instruments have been defined, considered and ex- 
hausted, In other words, we Must recognize that there is a 
range within which growth can be combined with social 
justice. The problem of planning becomes complicated, 
but rational solutions are not necessarily ruled out, 


The main elements of the problem may be briefly set 
Out, even at the risk of Over-simplification, 

Tf it is agreed that mass unemployment is a social evil, 
*An incomes policy is one 


of the instrum 
not seem to succeed, in the 


; ents that is tried, but does 
Dt se face of the sk 
tribution. 


ewed pattern of income dis- 
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because it means mass demoralization, its mitigation re- 
quires a strategy of creation of new employment opportuni- 
ties, however humble they may be. -If destitution, as a mani- 
festation of mass poverty, is too shocking to be tolerated 
longer, it should be removed as a first step towards the remo- 


val of poverty as a broad strategy. 
It has to be decided whether this should not be treated 


as an absolute social justice target. 

But acceptance of this and similar targets implies a re- 
ordering of the strategies of development. “It may imply re- 
rends, but not necessarily that the gains de- 


versal of past t 
lopment have to be wiped out. 


rived from past trends of deve 
In fact, there is every reason why we can capitalize on 
them to the extent that it is possible to do so. At the same 
time, reversal would be needed in order to see that the im- 
balances of development are not compounded further to 
create further imbalances. A certain degree of rectification 
is inevitable on the ‘trade-off’ principle. This would require 
the use of more instruments and perhaps more complex in- 
struments in the form of new instrumentalities of administra- 
tion and plan implementation, which would be flexible 
enough and depend more decisively on people’s participa- 
' tion in the achievement of development targets. Here we 
touch the core of the problem which is essentially political 
and institutional in character and related to a change in 


social values. 
sis presented so far has converged on one 


The analy: f : 
basic requirement of the situation. We have to review the 
hich we are supposed to have made 


basic economic choice w! 
more than two decades ago that, in order to develop as a 
modern country, We have to base development, as Nehru 


rightly insisted, on the best that modern science and tech- 
nology can offer. From this point of departure, our choice 
of technique was weighted in favour of capital-intensive 


techniques. 


88 Population and Development 


In retrospect, it is clear today that long before indepen- 
dence nationalist economic thinking which had crystallised 
in the course of the freedom movement had reconciled the 
Supposed conflict between Gandhi and the so-called “moder- 
nists’, including socialists and communists. It is not known 
to many that Gandhi was not opposed to electrification, OF 
development of capital-intensive key industries, or capital- 
intensive infra-structural development. He used to react 
against them insofar as they tended to generate a wrong anti- 
social type of urbanization and created conditions under 
which the exploitative economic and social disparities be- 
tween town and country were increasingly accentuated and 
the power structure of the richer classes was used against 
the interests of the poorer classes in the countryside. He 
had no objection to urbanization if the entire country could 
be urbanized, as he put it. He had no objection to electri- 


fication, Provided the distribution of power was absolutely 
fair and Power 


ies Teached the homes of even the poorest 10- 
dividuals, Gandhi Provided the much-needed balance i 
ne Strategy of development by insisting that its merit must 
a aes by the extent to which mass unemployment y 
Even if not in some distant future, but immediate z 

= employment had to be shared, at low levels © 
for those who were employed, and va 
better Mlematites of a primitive character, these Be 
Ment. Gandhi’ © mass unemployment and underemP ie 
aes logic Was accepted by ‘modernists just 3 

general way, logic was not unacceptable to Gandhi 1” 
O : 
Comune a Say that Congress thinking representing Be 
ja analist thinking receded to the backgrou” 


alter inde : 
i pendence, Th his feet 
IS Passion for sci at Nehru was not swept off 


This was Not out ence and technology was quite oud 

ut out of a sen ce Tespect for Gandhi which he er 

him, ri, se of Perception of reality that he shared W fi 
PoWerfully reminded of the planning ™° 
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that underlay the second Five-Year Plan (Mahalanobis model) 
—a sophisticated model that combined the rationality of 
capital-intensive production in capital-goods industries, the 
key industries, and the sector concerned with the provision 
of economic overheads, with the rationality of depending 
on cottage industries, handicrafts and small-scale industries 
for the supply of consumer goods (largely wage-goods). The 
strategy was to keep the capital-intensity as low as possible 
in the consumer goods sector, in order not only to save 
scarce capital, but also to sustain employment at a level at 
which it required to be sustained for economic as well as 
social reasons. At least this part of the plan was abortive 
for many reasons into which we need not go, but an im- 
portant reason could be that the power-structure was not 
prepared for the strategy of austerity in consumption and 
its social and economic implications for the new affluent 
classes that were rising- 

Is the situation today different? Trying to answer this 
question would be an exercise in Political Economy. But 
it is clear that, if the masses have been on the move, the 
urges as well as the constraints would be qualitatively dif- 
ferent. Assuming that social justice targets have now to be 
added to the growth targets (owing to social compulsions or 
otherwise), the social implications of the exercise should not 
once more be relegated to the background but rationally 
analysed and squarely faced. 

Let us turn to the logical frame of reference. Redistri- 
bution of incomes as an objective of socialism must be close- 
ly linked with the creation of more and better productive 
employment for the poor, particularly at the points where 
poverty has assumed the form of utter destitution and sub- 
human conditions of life—the Gandhian perspective of the 
universe of Indian economic discourse. Any sufficiently 
ment in this direction has large social implica- 


rapid move SEARO 
large implications in terms of economic mag- 


tions as well as 
nitudes involved. 
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Logically, as our argument has shown, there has to be 
a reversal of the product-mix in the direction of increasing 
production of wage-goods or commodities of mass consump- 
tion. Luxury consumption can be put in its place, it has 
been argued, by diverting luxury goods to exports to take 
care of the foreign exchange constraint. This has been 
easier said than done. The method of subsidies has prov- 
ed to be futile and has merely set up a vicious circle. Other 
instrumentalities, fiscal and otherwise, have to be sought to 
curb the domestic consumption of goods currently produced 
in industries of various sizes and related directly or indirectly 
to the process of import-substitution described earlier. 


Any re-orientation of the ‘choice’ of technique which 
must accompany a change in the ‘product-mix’ has to be 
flexible, depending upon the breadth and the depth of the 
employment-creation programme based on what is usually 
called the labour-intensive technology. As argued earlier, 
the rationale of such technology disappears if we try to build 
it on a relatively high-wage structure (in which case labour 
ceases to be cheap as a factor of production). A system 
of wage differentials, which already exists, may be allowed 
to continue if, as the result of it, potential employment can 
be shared and new employment opportunities created. A 
lowering of prices of food and cloth—the important wage- 
goods in a poor country—can transform the situation in 
many ways. High-cost industry and high-cost agriculture 
cannot form a combination favourable to the implementa- 
tion of a plan of the type that we are considering. It seems 
that Gandhi understood the planning strategy correctly when 
he assumed that, if one started with a balance of local con- 
sumption and production and worked on the expansion and 
upgrading of both by a cumulative multiplier process in 
every group of villages, one could start a process of deve- 
lopment which could sustain itself at a low level to begin 
with, but at a gradually higher level, subsequently. If, on 


£ 
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the other hand, pockets of modern manufacturing industry 
and even industrial estates and small industrics ancillary to 
them, are created, say, in tribal areas or equally backward 
areas, they do not create as much dispersed employment as 
one would wish, while they bring in their train an inflation- 
ary rise of wages and prices and the social and physical 
pollution of urban industry. This makes it extremely diffi- 
cult to undertake a plan of employment-creation at a social 
cost that is justified by any sensible criteria. 

The object can be better achieved through the stra- 
tegy of what may be called the industrialisation of agricul- 
ture by which one means the widening and deepening of 
capital in agriculture. The trend has already appeared in 
the shape of what has been enthusiastically hailed as the 
Green Revolution. Gandhi in his days could not react to 
this. because he was only familiar with the phenomena of a 
backward, exploitative agriculture. But if he were alive to- 
day, he would have obviously held that, if the modern tech- 
niques of agriculture were available to even the poorest far- 
mer and raised his productivity and level of living, and if 
it did not mean exploitation of the weakest sections of the 
peasantry and landless workers, they would be most wel- 
come, One may argue that pockets of industrialised agri- 
culture would create similar tensions as pockets of urban 
industry. Although there are clear signs of such tensions, 
there is greater likelihood of these pockets in agriculture be- 
ing more widely dispersed, and, at any rate, as they are part 
of the rural scene, there is a chance of their being absorbed 
into the rural system through the operation of dynamic social 
hat they are bound to release. If alongside the cata- 
lytic action (and osmotic pressure), small-scale village in- 
dustries, allied and ancillary to agriculture, as well as handi- 
crafts sufficiently modernized to arouse the minimum incen- 
tive for a rise in the rural levels of living, can be dovetailed 
into a plan of raising agricultural productivity, there can be 
a transformation of the unemployment situation, 


forces t 


92 Population and Development 


The logical necessity of a change in the product-mix 
and in the choice of technique in the over-all sense, involves 
the logical necessity of redistribution of incomes. Whether 
the former must come first and the latter should follow as 
a consequential effect or vice versa is a question which need 


not detain us if we agree that both are parts of the same 
broad strategy of development. 


The theoretical question which finally emerges is whe- 
ther redistribution of incomes to achieve the social justice 
targets as well as the economic targets in a co-ordinated 
manner will have positive or negative effects upon the con- 
formation of the growth variables, and, if so, what would 
be the net effect. 

This has now been a subject of fruitful research. A 


brief commentary on some aspects of this question will not 
be out of place. 


Let us once more go back to the growth formula. As- 
sume a private enterprize economy with a skewed pattern 
of income distribution. Since the rich have a greater capa- 
city to save, a high savings-ratio essential for growth is pos- 
sible, when profit income is high in the sense that it is 
absolutely high, as far as its total magnitude is concerned, 
and also that, relatively, its share in the national income rises 
faster than the share of wage-incomes. Since social justice 
implies, according to this line of argument, a fall in both 
average and marginal savings ratio, one is supposed to 
achieve social justice at the expense of growth, because, 
according to the growth formula, there is correlation between 
the savings ratio and growth. 


There are a number of fallacies involved in this piece 
of reasoning: 


(i) Land reform as a measure of social justice may re- 


sult in the transfer of incomes from low-saving groups in 


the high-income brackets to high-saving groups in the low- 
income brackets (owner-cultivators). 


‘ of foreign loans may 
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(2) The over-all capital-output ratio will not remain 
constant when a country decides, as a measure of social 
justice, to concentrate on the production of commodities of 
mass consumption, which needs less capital per unit of out- 
put. 

(3) While there is saving of capital, the effect of in- 
come redistribution will be far more positive in terms of 
the total volume of employment. 

(4) An increase in public savings can, in particular 
circumstances, more than offset any decrease in the private 
savings of the rich. 

(5) We must not underestimate the growth of smail 
savings with a change in social values and motivation, and, 
particularly, as the result of an appreciable stimulus to seif- 
sustaining growth in the countryside. 

(6) “Nationalization of savings” is a substitute for any 
decline in private saving. It can be a powerful instrument 
of ensuring the timing and magnitude of planned investment 
when savings are nationalised. Wealth is functionally natio- 
nalised without infringing private property rights and serves 
a public purpose in a society which seeks to move in the 
direction of equalitarianism. 

(7) The pattern of physical investment is bound to 
change, there being greater stress on labour-intensive invest- 
ment. This should be a positive factor as far as the foreign 
exchange constraint (particularly the ‘foreign aid’ constraint) 
is concerned. If luxury goods industries, or industries pro- 
ducing other kinds of sophisticated final goods or interme- 
are increasingly diverted to exports, servicing 
become an easier process and the goal 
of self-sufficiency in respect of foreign capital may be achiev- 


ed at an early date. 
(8) It goes without saying that redistribution of incomes, 
as part of the broad strategy of growth, must imply a fun- 


diate products, 
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damental change in the import-substitution policies to en- 
sure that it is not geared to luxury consumption within the 
country and that plant and machinery designed not to be 
so geared are not used for producing goods for non-essential 
domestic consumption either directly in the guise of ‘diver- 
sification’ or indirectly in various ways. The incentive for 


this can be weakened by the extent to which luxury expendi- 
ture is reduced by means of taxation. 


CHAPTER 5 


Welfare Variables of Population 
Dynamics 


Wr way Look at family welfaré from two angles: (1) 
First, we may deal with it as a qualitative dimension of the 
population problem, i.e., how changes in quantity involve 
qualitative changes; how the size of the family affects a 
number of complex interrelated variables associated with the 
quality of the population in the economic sense as well as 
in the sense of the texture of life in its broader connotation. 
(2) Secondly, the welfare approach should imply that deci- 
sion-making with regard to the size of the family, i.e., re- 
productive behaviour, is related to decision-making as re- 
gards economic goals, i.e., economic behaviour. 


It is obvious that a large number of complex variables 
are involved when scientists look at ‘welfare’ in this com- 
plex setting. The chain of cause and effect has the charac- 
ter of a ‘system’ of inter-dependent functional variables. 
Thus an autonomous change inside the system sets up a 
chain-reaction, an initial change or disturbance leading even- 
tually to some kind of equilibrium. Any induced change 
brought about by a factor or factors operating from outside 
the system has a similar chain-reaction. Medical scientists. 
demographers, and social scientists have not yet fully un- 
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travelled the intricate processes involved. Any meaningful 
discussion of this, however, is likely to be fruitless, unless 
we have in view a conceptual framework—a model in which 
the variables and their broad relationships are set out, at 


any rate, as a hypothesis with which to start an investiga- 
tion. 


In this chapter it is proposed to deal with the two as- 
pects of the problem of family welfare that I identified above. 
First, I shall try to set out the variables in a chain of inter- 
action so as to indicate the factors, which, in their logical 
sequence and interconnection, relate quantity, i.e., the size 
of the population, to quality, and form a kind of a com- 
plex system that attains a balance, however precarious it 
may be in particular situations. 


Secondly, taking the family as a unit of decision-mak- 
ing, I shall briefly indicate some of the economic aspects of 
family welfare, more specifically the aspects of reproduc- 
tive behaviour, in relation to economic behaviour, stressing 
incidentally certain aspects of population balance as part 


of the wider ecological balance, i.e., adjustment of man to 
his environment in the broad sense. 


The two diagrams in this chapter may be found use- 
ful as visual aids to an understanding of the position of the 


different variables in the complex web of interacting fac- 
tors. 


___ Family welfare in terms of the quality of the popula- 
tion depends upon biological and economic factors. The 
strategic factor seems to be what may be called ‘nurture’ 
in the broad sense, which subsumes factors like genetic in- 
heritance, the nutritional level, and skill formation. There 
is a complex action and reaction amongst these factors 
that I have differentiated 


? > if only because of convenience 
of analysis. 


_ analysis Vast areas of research await exploration by 
scientists m our country in order to reveal empirically the 
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nature of these complex factors and their equally complex 
interactions. For example, nature, skill formation, school- 
ing, and the returns from schooling form a chain of circu- 
lar causation. It has been established that the economic 
return from schooling depends upon ‘nurture’ in the sense 
that the lack of proper ‘nurture’ explains the backwardness, 
the mental deficiency and the lack of response of children 
to education and the consequential wastage and drop-outs. 
Biologists and medical scientists in our country may do weil 
to study this problem in greater depth. 


Starting from ‘nurture’ as the strategic factor of family 
welfare, we find that ‘nurture’ is obviously dependent upon 
economic and demographic factors acting and reacting on 
one another in a complex manner. There is the linked 
chain—per capita income ~ family size — spacing of births. 
Under conditions of population pressure this causal chain 
sets up a number of effects which, in their turn, constitute 
a vicious circle. 

These effects have been studied in detail and even some- 
times quantified by research workers in other countries. Ther 
is, first, the factor of maternal deprivation and its effects on 
child welfare. Maternal deprivation depends upon maternal 
morbidity and mortality and the spacing of births. Extreme 
maternal deprivation has been found to affect linguistic skill. 
This requires to be studied. Medical scientists may also tell us 
whether apathy or alertness, height and weight, immunity 
from diseases are factors that are connected with maternal 
deprivation. It has been found that ‘anaclitic depression’ 
or dazed stupor is associated with children deprived of mater- 
nal care. I do not know whether this problem has been 
studied by Indian medical scientists. 

Mortality and morbidity trends amongst mothers and 
children in large families require to be Studied in greater 
depth with particular reference to (1) the incidence of infec- 
tious diseases and cngenital malformations, (2) spacing of 
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births, (3) socio-economic status, (4) levels of nutrition and 
(5) overcrowding. Other variables, like the age of the 
mother and expectation of survival of infants at different 
ages, are no less important. 


This brings us to the factor of nutrition, the main ele- 
ment of what I have called ‘nurture’ even in the broad sense. 
The related problems of the nutrition of the mother (the 
child-bearing mother as well as the nursing mother) and of 
the child have to be studied in depth. Keys has found that 
the principal effects of semi-starvation are psychological 
ones—lack of ambition, decrease in self-discipline, decrease 
in mental alertness and concentration, and increase in apathy. 
I do not know whether there are comparable studies in India. 
Medical scientists ought to tell us what the long-run effects 
of semi-starvation would be in the case of mothers and chil- 
dren. We should also know how low levels of nutrition 
affect the height, weight, intelligence and the verbal skill of 
children. These are the crucial secondary factors that de- 
termine the quality of the population. Now that the policy 
of supplemental nutrition for infants, nursing mothers and 
expectant mothers has been generally accepted, more scien- 
tific knowledge is needed to create informed public opinion 


and to put our emerging nutritional programmes on a 
rational foundation. 


Let me briefly call attention to the other side of the 
causal chain—the link supplied by the socio-cultural and 
socio-psychological factors. Personally, I accept Julian 
Huxley’s humanist position that social evolution, by which 
one should understand psycho-social evol 
that is sustained by the transmission of culture and acquired 
skills. Skill formation at the level of the family is causally 
connected with this process of transmission. Reciprocally, 
the socio-cultural and socio-psychological factors also oper- 
ate as an autonomous force and react back on the variables 
that may be classified under economic and biological factors. 


ution, is a process 
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Thus we have the problem of the balance of a whole ‘system’ 


that transcends, although it comprehends, the economic and 
biological factors. 


DIAGRAM 2 
ECOLOGICAL BALANCE 


Environment 


Culture pattern and 


Biological inheritance 
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This ‘balance’ of a whole system is synoptically portray- 
ed in Diagram 2. It shows how balance is maintained 


through the following chain of interrelationship: Environ- 
ment -» biological inheritance plus culture-pattern and cul- 


tural inheritance + economic behaviour and reproductive 
behaviour — survival or progress, as the case may be. 


Let me briefly comment on one part of the factor of 
‘environment’, viz., the bio-physical environment. The bal- 
ance between man and his bio-physical environment has been 
gravely disturbed by predatory exploitation of natural re- 
sources and by the modern technological civilization, In 
a poor country like India population pressure means wide- 
spread robbery of the soil, denudation of the cover of vege- 
tation, unwise interference with nature, including ill-plan- 
ned irrigation systems, and reckless destruction of forest 
cover. In richer countries, the problem of ecological bal- 
ance is no less serious in spite of so much technological pro- 
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gress—indeed, because of it, as many maintain now. In 
the U.S.A. there is now a demand for a family size of 2.3 
persons—a number which, if it is mutiplied by the num- 
ber of child-bearing families, would provide just enough 
persons to balance those who die, a state of zero population 
growth. The reason advanced is one that rests on the ratio- 
nality of ecological balance. America’s 204 million people 
and their highly productive industrial system use more re- 
sources and do more damage to the environment than the 
2.5 billion inhabitants of the underdeveloped countries. 
Kingsley Davis, a famous demographer, has, therefore, said: 
“If our drain on the world’s resources is too great, I would 
rather reduce the number of people than the level of living”. 
America’s population that forms 6 per cent of the popula- 
tion of the earth already consumes one-third of the world’s 
energy resources, one-third of its steel and one-half of 
jts aluminium. But there is a more important aspect of 
this situation. The Americans are sheathed in a mass-energy 
nimbus, as a writer puts it, which produces paper, plastics, 
scrap, ash, soot, dust, sludge, slag and fumes, which exceed 
by many magnitudes the individual’s own bodily wastes. It 
has been estimated that 10 billion people without this 
nimbus of energy would produce no more wastes than what 
the 200 and odd million Americans are producing now. 
therefore, the serious problem of environmental 
the upsetting of the bio-physical and ecologi- 
The lung disease emphysema is the fastest- 
eath in the U.S.A. A medical scientist 
nborn babies may be damaged by excess- 
sive noise. The sheer aggravation of crowded urban life 
has been taking a toll in nervous and psychic affliction. The 

fore, been rightly demanding “an in- 


Americans, have, there! i i 
alienable right to a decent environment”. While there is 
n our country must study some of these as- 


f ecological balance in our own setting, 
posite pole with regard to tech- 
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nological achievement and the level of per capita consump- 
tion. The psycho-social, psycho-somatic and socio-cultural 
aspects of urban overcrowding deserve the special attention 
of medical as well as social scientists. And the bearing of 
these on reproductive behaviour and social welfare, where 
the ecological balance has been significantly disturbed, 
should be examined in greater depth. 


The relationship between economic behaviour and re- 
productive behaviour also requires to be studied empirically 
in the broad context of family welfare viewed in the broad 
ecological perspective. Economists since Malthus have al- 
ways pointed out the co-existence of high family earnings 
with low fecundity and low family earnings with high fecun- 
dity. Does this co-existence indicate causal relationship? 
If so, it has to be empirically established by scientists. Eco- 
nomic behaviour warrants the view that children are assets. 
Are children assets in the purely economic sense? If chil- 
dren are an investment which should yield a prospective re- 
turn, how is the return likely to be measured? Does the 
economic measure of future productivity of children influ- 
ence the family’s decision-making with regard to the number 
of children? Is association of high child mortality with the 
high frequency, and a larger number, of births entirely ex- 
plained from the economic angle, or may there be other psy- 
chological and physiological reasons? On the other hand, are 
we empirically sure of a definite conclusion with regard to 
the effect of lowered child mortality on the number and fre- 
quency of births? Empirical experience in other countries 
has shown a time-lag between the trend of lowered child 
mortality and the expected reproductive behaviour, from the 
point of view of the family’s assets formation. If the lag is 
two decades—the period it takes to form a complete family, 
as has been the experience in other countries, is there a 


way of shortening this lag, in order to break the vicious 
circle? 
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Reasonably firm answers to these questions have an im- 
portant bearing on the new strategy of family welfare as an 
indispensable’ supplement to the family planning program- 
mes. It is the assumption of rational decision-making on the 
part of the family which underlies the logic of this strategy. 
This logic is that better child health and child care and bet- 
ter care of the mothers would mean a higher survival rate for 
children in the vulnerable age-group, whereas the lessening 
of maternal morbidity and mortality would lessen maternal 
deprivation and create a chance for better ‘nurture’. Under 
these conditions, birth control will provide an economic in- 
centive for a better quality of life for children. In other 
words, the hit-and-miss kind of decision-making with regard 
to the frequency and number of births during an early period 
of family formation, with all its physiological and psychoso- 
matic hazards, can be curbed at least to some extent and 
birth control practices can become a rational undertaking 
as far as possible. There will thus be a clear chance that 
the “wanted family size will not be such as to bring about 


unbearably high rates of growth. 


A final question, however, remains. How do attitudes 
regarding family size change? There is no convincing his- 
torical explanation of changes*in habits which produce a 
rise and fall of family size. Perhaps there is a critical thresh- 
old. It may be 2.3 persons, as the Americans seem to 
have decided, in the face of their sense of ecological imbal- 
ance. There must be a threshold for other countries as 
Robert Ardrey has said that all animals, except man, 
o limit their population at a point of strain 
far short of the exhaustion of key resources. If one is an 
optimist, one may think that man, whether in India or else- 
where, will not prove an exception and that a change in 
attitudes can come about without a major crisis Or catas- 


trophic violence. 


well. 
have learned t 


CHAPTER 6 


Broad Dimensions of a Population Policy 


Sce THE population problem is a human problem, it 
touches human life in its various aspects and becomes a 
multi-faceted problem. Any action-oriented plan of social 
and economic development, once it recognizes the dimension 
of both the quality and numbers of the human population, 
also becomes a multi-faceted plan that loses its simplicity 
of design in terms of more easily controllable levers of action. 
There is, therefore, an understandable subconscious ten- 
dency, not, of course, to ignore the demographic dimension, 
but to treat population growth as a somewhat imponderable 
and unpredictable factor, within the constraints of which a 
plan of development has to unfold itself, 


Probably for these two reasons I have just explained as 
well as for the state of unpreparedness of public opinion and 
its lack of response, it has become difficult to think in terms 
of a nation’s population policy. Countries which have 
reached a high stage of development did not attach much 
importance to the pessimism of Malthus; but unconscious- 
ly they had a population policy which they did not describe 
it as such, viz: what Ropke has called ‘intensification’ of 
capitalism, on the basis of increase of population and capi- 
tal within narrow geographical limits, which was followed 
by its ‘extensification’ over space through massive interna- 
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tional migration of population and capital to fill the vast 
empty spaces of the world. In the case of the developing 
countries of what is called the Third World, the problem is 
entirely different, because in their case this history cannot 
obviously repeat itself. In the western world the reduction 
of the death-rate came gradually and its effect on the growth 
of population synchronized with factors tending to lower the 
birth-rate, viz: a rising standard of living and industrial de- 
velopment which prevented children from being treated as 
an economic asset any longer. In the Third World there is 
a population ‘explosion’, because a modern death-rate is ac- 
companied by an archaic birth-rate. Therefore, it stands to 
reason that prima facie there must now be a conscious popu- 
ist or expansionist, as the case may 


lation policy, restriction 
1 economic situation in re- 


be, according to a country’s tota 
lation to its resource endowment. We need not think in the 


Malthusian context of a race between population and food- 
supply. Let us think in terms of a balance, and when we 
do so we realize that we need a population policy. 


The need for a conscious population policy is being re- 
inforced by the new philosophy of development, the consen- 
sus on which found expression in the U.N. Secretary-Gene- 
ral’s ‘Proposals for Action for the UN. Development 
Decade’, According to this document, development is not 
merely growth, but growth as well as change; and change 
must be qualitative as well as quantitative. The qualitative 
aspect of development, i.e., development in terms of human 
resources and skill formation, is considered an important 
aspect of the population problem. Any policy of develop- 
ment which takes account of this aspect becomes a popula- 
tion policy. 
onal terms, the U.N. Document lays down 
should aim at “a faster rate of 
iving below an acceptable 
of growth in aggregate 


In operati 
the principle that a country 
reduction of the number of people l 
minimum standard than the rate 
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income”. This means starting a process of appreciable 
levelling up from below for people living below the “accept- 
able minimum standard”. But since reference has been 
made in this statement to the “number of people living below 
an acceptable minimum standard” (emphasis mine), the popu- 
lation factor has a direct policy implication in relation to 
a given growth of national income on which any five-year 
plan may be based. If one were to work out the serious, 
and perhaps frightening, policy implications in these terms, 
one can say that there would be a sensible population policy 
implicit in our plan of development. 


The lesson of our recent experience of planned econo- 
mic development has been that, while it is important to think 
of the rate of investment that we can contrive to generate, and 
of the productivity of new capital (capital-output ratio), 
growth of population turns out to be a negative factor which 
erodes whatever gains we achieve. And because it has been 
to some degree, an unpredictable factor, our plans have 
been thrown out of gear, from the point of view of inter- 
sectoral balances. Indeed, it is too difficult to prepare plans 
—in any case a difficult exercise—when assumptions regard- 
ing the rate of investment and the capital-output ratio 


prove unrealistic through an unpredictable increase of 


population on an already massive base. On the contrary, if 
we have a determined policy 


of not leaving a slower growth 
of population to chance, and if there is an assurance that 
the rate of increase of population would fall from an annual 


rate of 2.5 to, say, 1.5 during the next 10 to 12 years, a 
meaningful plan can be formulated, which could, with great 
national effort, pass the test proposed in the UN document. 


This shows how important a population policy is in the pre- 
sent circumstances, 


Let us look at the situation from another angle. A rate 
of increase in gross Output of 3 to 4 per cent a year, on the 
average, is considered a high rate in progressive countries. 
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And in these countries the educational level, access to capital 
and the ambition to go ahead are conducive to further rapid 
growth. In our case, it is only an increase beyond 2.3 per 
cent per year in gross output which can be counted as pro- 
gress, and, apart from other handicaps, much capitai has to 
go into housing, schools, simple capital assets, etc. In a 
situation like this, to treat the increase of population as an 
uncontrollable factor or to fight a losing battle without real 
national commitment is, I suggest, a counsel of despair. On 
the other hand, can we not say that we have a population 
policy which aims at a size of the population that improves 
our prospects of development? 

Counsel of despair sometimes takes another overt form. 
How is family limitation going to help when the teeming 
multitude that will create welfare problems in the coming 
ears have already been born? Family limitation now, even 
l, can only have delayed medium-term or 
long-term effects. Therefore, why bother? From the point 
of view of the nation as a whole, any plan of development 
takes a long-range, telescopic view of the welfare of the 
posterity. Indeed, the present generation sacrifices part of 
its immediate welfare for the sake of more expanded welfare 
of the generations to come. Future generations will not for- 
we yield to this kind of despair. How can we 
e future with any confidence if the long-range 
ans are held to be unrealizable in any case, 
ot say so openly? The argument that the 
l is not a matter of urgent concern in- 
own logic. We too often disregard 
the significance of an extremely heavy burden of juvenile de- 
pendents weighing upon the comparatively small working 
groups in our rapidly increasing population. Will not the 
immediate reduction of the birth-rate mean an immediate 
reduction of the burden of dependency and thus begin to 
bring about an immediate improvement in the level of in- 


y. 
if it is successfu 


give us if 
plan for th 
benefits of our pl 
although we do n 
spread of birth-contro 
volves a kind of upside-d 
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come and the level of living? Will it not directly speed up 


development and improve labour utilization and labour pro- 
ductivity? 


Let us look at the question from another angle. Family 
limitation is also an individual problem. An excessively 
large family affects a great many other needs of the family, 
besides bread. There are considerations of the health and 
freedom of the mother, of proper child-care, of proper nutri- 
tion for children, of the requirements of space and leisure and 
recreation. Primitive societies have practised family planning 
in their own ways to respond to the constraints of natural 
environment. It is not too much to hope that families in 
modern times, if they have access to the means, will strive 
for the satisfaction of needs other than that of mere subsis- 
tence, which makes for better efficiency and a better quality 
of life. It is not utopian to suggest that here the private 
cost-benefit considerations can coincide with the social cost- 
benefit optimality. It should be the objective of population 
policy to ensure this balance or convergence of private and 
social net benefit on the basis of a purely rational view of 
the growth of population. 

From what has been said above it follows that a national 
population policy cannot be enunciated in terms of a 


narrowly conceived population restriction 


policy. Family 
planning 


programmes designed with a clinical approach 
are undoubtedly needed and should be strengthened. But 
the country needs a broad-based population policy for a 
number of compelling reasons some of which I have briefly 
outlined. Others will be clear from what is stated below. 


Let us identify, somewhat generally and yet concrete- 


ly, the Possible contents of a broadbased population policy 
which is bound to be multi-faceted, by the very nature ot 
the problem. 


We have not paid adequate attention so far to how the 
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increasing pressure of the population reacts on the agricul- 
tural-economic environment as well as our social environ- 
ment in such a way that it creates further difficult problems. 
In a book entitled ‘Trends of Agriculture and Popuiation 
in the Ganges Valley’ (Methuen. London. 1938) I discussed 
the problem of the adjustment of the population to the 
agricultural-economic environment. I showed how my 
survey of the different agricultural regions “revealed certain 
limiting as well as optimal factors of agricultural producti- 
vity and density.” I came to the conclusion that the opera- 
tion of the limiting agents was “due to an indefinite multi- 
plication of population and an inevitable process of close 
regional adjustment of crops, crop rotations and agricultural 
practices to feed the enormous population. Absence of in- 
dustrialization and of migration account for the limiting fac- 
tors being operative more quickly and on a larger scale than 
in other agricultural communities”. I added that “such a 
study of the variability, limits and optimal conditions of 
agriculture and human density is an indispensable prelude 
to rational agricultural planning and a sound agricultural 
policy for the amelioration of the economic condition of the 
teeming millions of this historic region.” This was said more 
than thirty years ago. I noticed that in some of the agri- 
cultural tracts “the situation was so alarming that an acre 
of land had to support more than one person; and there was 
extension of cultivation into lands which scarcely repay till- 
age, while there was encroachment even on the reserve neces- 
sary for fodder crops and pasture.” It was also evident that, 
as the result of increasing population, there was increasing 
substitution of heavy-yielding food crops for light-yielding 
crops and increasing cultivation of inferior foodgrains. 

After a lapse of more than thirty years it is doubtful 
whether agricultural planning has shown an awareness of 
its regional orientation. The fact remains that already a 
population equivalent to that of Great Britain has been 
squeezed out of any holding, however small, even though 
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it lives in the rural areas. The Green Revolution has 
brought us very near food self-sufficiency. But how to feed 
those who are hungry, but do not eat because they have nei- 
ther land nor work opportunities? Here is the population 
problem in the raw for the marginal peasants, unemployed 
workers in general and landless labourers. 


There are a few other related aspects of these develop- 
ments to which a sensible population policy must address it- 
self. First, there is the serious problem of reckless urbaniza- 
tion. The economic and social choice must lie between the 
high social cost of reckless urbanization and the alternative 
cost of inducing migration within the rural sector on the basis 
of work opportunities being available or planned after a sur- 
vey of a region’s population capacity. This kind of planning is 
possible only when we have a well-articulated population 
policy. Secondly, we should realize, as Julian Huxely has ob- 
served, that “even in the less densely inhabited regions of the 
world open spaces are shrinking and the despoiling of nature 
is going on at an appalling rate.” In India conditions are de- 
plorable. As Huxley suggests, “in order to arrive at a wise 
and purposeful allocation of our living space we must have a 
population policy which will permit the greatest human ful- 
filment.” I dare say Gandhi would have endorsed this, if 
he had been living today. Huxley has highlighted another 
aspect of the pressure of population, which has also striking- 
ly Gandhian associations. He says: “the pressure of popu- 
lation is also being translated into a flood of mass-produced 
goods, which is washing over every corner of the globe, sap- 


ping native cultures and destroying native arts and crafts- 
manship.” 


If one were to accept the logic of regional planning in 
terms of population capacity in relation to judicious land 
utilization, as determined by an ecological balance between 
agriculture, industry, forestry, stock-farming and conserva- 
tion of open reserves, a sensible population policy will have 
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to take account of the need for proper redeployment of the 
existing population, while, at the same time, stressing the 
primacy of a population contro] programme. Here a wide 
field of action-oriented planning opens out. 


In the world as a whole, population is unevenly distri- 
buted in relation to natural resources, although the evil con- 
sequences of maldistribution of population are mitigated by 
resource development, trade and migration, in so far as these 
are possible in the disturbed conditions of the presentday 
world. An important aspect of our ‘underdevelopment’ is 
that the population is not rationally deployed to take full 
advantage of whatever opportunities may exist for employ- 
ment and resource development. I have already mentioned 
the desirability of inducing internal migration within the agri- 
cultural sector instead of the familiar cityward migration. 
One can rationally argue in favour of assisted internal migra- 
tion based on a proper survey, which should not create ten- 
sions in the areas of in-migration. Settlement of refugees from 
Pakistan has created a pattern which has to be further stu- 
died to ensure the efficiency of this kind of settlement. We 
must study the problems and difficulties of the annual move- 
ments of agricultural workers during harvesting and sowing. 
Disbandment of workers after the completion of big projects 
like river-valley projects is a problem today, which, if it 
is not attended to, can easily create awkward situations. Set- 
tlement of people in some of the border regions is an objec- 
tive which transcends mere security considerations. Settle- 
ment of returning Indians previously settled in many foreign 
countries needs some planning in the national interest. Emi- 
gration of Indian talent to foreign countries is also a pro- 
blem for which our population policy should find a consider- 


ed solution. 
In India we are confronted by the serious problem of 


the heavy burden of juvenile dependents, which the active 
working-force has to bear. The immediate benefit of family 
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limitation is that this burden is reduced and there is an im- 
mediate rise in the level of income and the level of living. 
This trend, once it starts, has to be accelerated by ameliora- 
tive welfare investment in the form of education, health ser- 
vices and nutrition. In view of the heightening of social 
awareness, greater awareness of poverty on the part of the 
disadvantaged sections of the population and the consequent 
Pressures which governments all over India have been facing, 
investment of this kind is inescapable. But the priorities as 
well as the character of such investment should be guided 
by a well-articulated population policy to which a nation 
may choose to be committed. Since resources are scarce it 
would be rational to emphasize, as far as possible, the ‘pro- 
ductivity’ aspect of such investment, account being taken of 
relief of distress due to natural causes, or other causes of 
unpredictable and unmerited suffering which even a poor 
country has to relieve or mitigate. 


Certain lines of policy seem to suggest themselves from 
this point of view, 


pacity for acquiring 
seriously undermined and 


2 


on the one hand, and the fami 
the other hand. It is a matter 
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lic health approach to family planning has recently been 
recognized as a sound broadbased strategy. 


There are important psychological as well as practical 
considerations which explain why such an approach would be 
highly fruitful. A clinical approach to family planning has 
been useful so far as it has gone. But it cannot have much 
success in the field of ‘communication? ‘Communication’ 
has now to be more broadbased, more sophisticated, more 
subtle and perhaps less blatant. Public health approach 
should help, from a psychological angle. There is no human 
society in which mothers do not care for the welfare of their 
children. Better ideas of child-care and nutrition are the 
primary requirements of public health. As these ideas gene- 
rally seep in, a large family is increasingly recognized as a 
handicap. I do not think that illiteracy prevents a mother 
in our country from recognizing that too many children limit 
her capacity to care for any of them properly. From the 
practical point of view, a network of health centres with 
mobile clinics operating within the area covered by a centre 
will be a powerful medium for disseminating knowledge of 
birth-control practices suited to the needs, susceptibilities and 
even prejudices of individual families. 


We should consider in this connection a few other as- 
pects of the difficult. problem of ‘communication’. ‘Com- 
munication’ is likely to fail if it has a set pattern applying to 
the country as a whole. In a country with such diversity 
of conditions in different localities the population policy ias 
to be framed from a micro-economic and micro-social (rather 
than a macro-economic and macro-social) angle. The stra- 
tegy of ‘communication’ to suit local conditions can best be 
determined in collaboration with voluntary agencies work- 
ing in the social work field, because they have the necessary 
local knowledge and experience and also the psychological 
rapport with the sections of the local population with whom 


one has to communicate. 
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‘Communication’ can succeed if, apart from the pressure 
exerted by mass media, pressure from within the community 
is brought to bear upon married couples against the idea of 
having more than two or three children. Voluntary work- 
ers can become strong catalysts in such a process of patient 
psychological pressure. In Japan and in European coun- 
tries information on birth-control spread through word of 
mouth by non-official agencies, rather than through govern- 
ment propaganda, and it proved to be quite effective. In 
India owing to mass illiteracy and lack of education, infor- 
mation on birth-control should spread better through local 
leadership. Such leadership can be enlisted, provided there 
is a national commitment to a population policy. Again, 
voluntary agencies can obviously serve as catalytic agents 
by collaborating with local leaders in the task of ‘communi- 
cation’. The approach to ‘communication’ has to be more 
subtle and sophisticated than is usually imagined. One can- 
not call the attention of people to something in which they 
are not interested. It is, therefore, important to spread in- 
formation on population policy, particularly on the existing 
means of family limitation. It is important that such infor- 
mation has an indigenous colour, and not a foreign image. 
Communication in the field of family planning is sometimes 
presented in a one-sided manner. It is effective with people 
who are predisposed to it. But if there is a propensity to 
hear objections or think about them the objections shouid 
be anticipated and answered in the first phase of ‘communi- 
cation’. This kind of flexibility in ‘communication’ re- 
quires a great deal of knowledge, imagination, mental alert- 
ness and resourcefulness. It may not be easy for govern- 
mental machinery to train and direct field-workers who 
should possess these qualities. It should be considered how 
far private agencies of various kinds can step into the breach. 
Our national plans and policies are not so effective in en- 
listing popular support and participation, because the media 
of ‘communication’ have not been geared to modern methods 
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of ‘mass communication’. We have a defensive attitude to 
propaganda, as such and believe that truth shall prevail 
when we know that it does not. Our general ineptitude in 
handling ‘communication’ is sometimes a very painful expe- 
rience. If a national commitment in favour of a population 
policy does emerge, one of the main tasks of planning will 
be to build up expertise in mass communication and also 
machinery for research and evaluation for refining our tech- 
niques of ‘communication’ and persuasion. 


CHAPTER 7 


International Aspects of the Population 
Problem 


THE POPULATION problem had 


a peculiar spatial dimen- 
sion in the dim past. 


Today we talk of ‘population explo- 
sion’, but in the early ages also population pressures charac- 
terized tribes and much larger communities. When the in- 
crease of population outran the resources of a tribe it spill- 
ed over into neighbouring territories for better exploitation 
of its skill and organization. Or, a tribal community, lack- 
ing an adequate labour force, would raid neighbouring ter- 
ritories for obtaining forced labour, or for appropriating 
the fruits of the better skill and organization of the raided 
territories. History records a variety of circumstances in 
which tribes and even communities wandered far and wide 
in search of a solution to their population problems. 


After centuries the Spatial dimension of the population 
problem has acquired a truly ‘international’ character, 
‘Population explosions’ in the past found a variety of solu- 
tions—territorial expansion, emigration, more productive use 


of the existing territory within which a community was con- 
fined. Mainly, however, the 


by mankind’s traditional enemi 
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turies. But the truly international dimension of the problem 
in the present century has revealed itself in the context of 
the uneven character of world economic development. Two 
causes seem to have been at work: (a) uneven distribution 
of the world population in relation to natural resources; 
and (b) uneven utilization of resources in response to in- 
creasing human needs, owing to the uneven pace of deve- 
lopment of scientific knowledge, skill, organization and pro- 
ductive energy in the different areas of the world. The world 
economy is now far more of an inter-communicating system 
than before. 


‘Pestilence’, the traditional means of popuiation control, 
is no longer a practical possibility. Prevention and control 
of communicable diseases have lowered death-rates often in 
a phenomenal manner in many underdeveloped countries 
in which the traditionally high birth-rates still predominate. 
Famine as a means of population control is now almost un- 
thinkable, in view of the humanitarianism of governments 
as well as of the world community, as a whole, which mobi- 
lises and even administers relief when there is a threat of 
famine anywhere in the world. Wars and territorial expan- 
sion are considered anachronistic methods of population 
balance. Movement of goods through the processes of trade 
and economic aid is regarded as a rational substitute for 
migration of men, in response to economic pressures, across 
international frontiers. There is now an increasing commu- 
nity of feeling, attitudes and outlook on the population pro- 
blem which has become a matter of international concern. 
The areas of population pressures as well as the symptoms 
of such pressures are closely watched as potential sources of 
tension for the entire world community. Along with these 
developments, we witness a new phenomenon which is des- 
cribed nowadays by the arresting phrase ‘revolution of rising 
expectations’ which applies to the under-developed areas of 
the world in which the situation is, at the same time, described 
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by an equally sensational phrase, viz., the ‘population explo- 
sion’. One need not stress that the desire for a higher stan- 
dard of life, which a ‘revolution of rising expectations’ implies, 
is clearly incompatible with acquiescence in mass starvation 
or famine. And this logic sets the pace of the thinking of 
governments and peoples all over the world. 


I referred to two factors that explain the uneven charac- 
ter of world economic development:—(1) maldistribution of 
the world population in relation to natural resources; and 
(2) a similar maldistribution of the resources of science and 
technology applied to skill formation and organization of 
production. The fact that we have to reckon with is that 
one kind of maldistribution is super-imposed on the other 
and that they act cumulatively and create a conflict situa- 
tion. One may wonder whether one is the cause or the 
effect of the other. This would be a field of speculation full 
of hazards. What is relevant in the present context is to 
understand how the basic maladjustment of population to 
natural resources has become more acute now than in the 


nineteenth century or even the first deca 


de of the present 
century. 


Tn the previous chapter, I referred briefly to the pheno- 
menon of ‘intensification’ of capitalism in Great Britain after 
the onset of the Industrial Revolution. 


characterized by the cumulative growth of 
vity, income and employment, which brought about an in- 
crease of population. Such an intensive development of 
capitalism was bound to be followed by its ‘extensification’, 
i.e., its spilling over into the vast open spaces of the world 
in many continents which awaited economic development. 
Imperialism was the usual political expression of this process 
of migration of capital, enterprize, modern technology and 
even men over long distances. There was territorial expan- 
sion and colonial development as Part of empire-building; but 
such migration was not necessarily limited to the narrow con- 


This process was 
capital, producti- 
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fines of the British Empire. As industrial development pro- 
ceeded, with a time-lag, on the European continent, continen- 
tal countries, like France and Germany, pursued a similar 
career. 


One of the problems of territorial expansion on a large 
scale was to induce the flow of people from the metropolitan 
centre to the colonies for the purpose of maintenance of order 
and exploitation of resources. Once the population began 
to thin out over new territory, it lost its momentum and there 
was competition for territory that had already been develop- 
ed and was considered valuable. Migrants from many Euro- 
pean countries were caught up in this competitive process. 
Trade followed the flag and the flag also followed trade. 
Rival imperialisms vied with one another for the world’s 
open spaces. At one stage they adjusted their mutual differ- 
ences by following what was called the “open door” colo- 
nial policy for joint sharing of the economic exploitation of 
the under-developed areas in Asia and Africa. This has 
sometimes been described as an “international share-out” of 
the world’s resources. 


The momentum of the ‘extensification’ of capitalism 
was so strong that the process was punctuated by wars. This 
was, in a sense, a modified repetition of past history—the 
rhythm of war, conquest, migration, enslavement and even 
use of forced labour. The First World War, which was caus- 
ed fundamentally by the tensions of rival expanding empires, 
led to considerable redistribution of territory. Within two 
decades tensions built up again. Germany wanted back her 
African territories she had lost after the First World War. 
Mussolini said: “Italy must expand or explode”. She ex- 
panded and also exploded. Japan, a very populous coun- 
try, developing fast on western lines, spilled over into Man- 
churia and subsequently China and even dreamed of the 
conquest of the rest of Asia. We are now living in a differ- 
ent world in which old-fashioned imperialism has no place. 
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But the question remains whether the basic tensions have 
disappeared and whether the dynamics of “extensification” 
of capitalism in perhaps newer forms will or will not com- 
plicate the population problem as an international problem. 


My rapid survey of the past will not be complete if 
I did not mention that large, potentially rich undeveloped 
areas of the world have been peopled by European migrants 
who have formed whitemen’s settlements in the tropical and 
temperate regions and have fully exploited the advantages of 
large natural resources per head of population, whereas in 
the over-crowded areas of the world land, water, energy re- 
sources, forest resources and vegetation per head of popula- 
tion are inadequate at the present level and technique of 
resource utilization. Thus, while the former are carrying 
economic development to higher and higher levels of resource 
utilization, the latter, through a more rapid increase of 
population, have been feeling more acutely the pressure of 


the population on their known reserves of the basic natural 
resources, 


Let us review the world demographic trends against 
this background. The overall rate of increase of the world 
population is now 2.1 per cent, but it varies considerably 
in different areas. The average is 1.3 per cent in more de- 
veloped areas, but in some of the under-developed areas it 
ranges from 3 to 4 per cent. The rate for Europe is 0.8 
per cent. An annual rate of increase of 3 per cent means that 
the population doubles itself in under 24 years. An in- 
crease of 4 per cent means doubling in under 18 years. How 
can an under-developed country, often starting from scratch, 
hope to maintain even its low standard of life by means of 
economic development in so short a period of time? The 
extent to which the complex population-controlling and 
population-supporting factors bearing on natality and 
mortality, operate in different areas of the world, is difficult 
to estimate. No wonder that UN. demographers call their 
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forecasts ‘models’ rather than ‘predictions’. Nevertheless, the 
somewhat conservative estimates contained in the U.N. docu- 
ment, ‘Future Growth of World Population, take our breath 
away. Let me pick out certain predicted trends which have 
important international implications. x 


In the first place, the size of the population in Europe 
relatively to Asia, Africa and Latin America will have dwin- 
dled considerably by the year 2000. If this change is ac- 
companied by a moderate, if not an equivalent, degree of 
economic development, the influence of Asia, Africa and 
Latin America on world affairs will appreciably increase. If, 
on the other hand, these areas lag behind in economic and 
educational development, they will become a source of social 
and political unrest which may not be easily contained by the 
rest of the world. 


A special handicap of Asia, Africa and Latin America 
is what is called the increasing burden of dependency. in 
1963 children under 14 formed 40 per cent of their popula- 
tion, as compared with 22 per cent in Europe, U.S.S.R. and 
North America. Such a high proportion of persons who 
cannot contribute to production are a burden on poor eco- 
nomies, but they pose fantastic problems of providing for 
their education and health which, in the long run, will de- 
termine the quality of the future generations. In this con- 
nection, let me refer to the problem of ‘dependents’ who 
are already receiving higher education in Asia, Africa and 
Latin America under adverse conditions and are in the age- 
group 14 to 21. All the world over adolescents as well as 
this particular age-group now tend to form what the socio- 
logists call a ‘sub-culture’ of their own, with their own atti- 
tudes, their own folklore and even their own lingo, their 
own fashions, fads and styles. They are ‘dependents’ and yet 
adults in an age in which maturity comes earlier. They wish 
to behave as adults and have been claiming adult status as 
part of their search for a sense of identity and significance, 
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This section of the population, which will form a high pro- 
portion of citizens, is destined to play a crucial role which 
may be destructive or constructive, depending upon circum- 
stances. Indeed, western observers have begun to dread the 
possibility that it may become the spearhead of a powerful, 
and yet dissatisfied and disruptive, element in world politics. 


Demographers anticipate a further change in popula- 
tion density between rural and urban communities. Where- 
as in 1900 there had been 10 cities of a million or more in- 
habitants, there were 61 in 1955 and of these 9 were in 
China, 6 in India, 16 in Europe and 5 in U.S.A. The num- 
ber must have increased after 1955, 
developed areas the cities have attracte 
they offered, but in under- 
poverty, 


In the economically 
d people by the work 
developed countries conditions of 
lack of employment and of even hope of employ- 
ment in the rural areas push people into the cities. Their 
number is larger than what can be absorbed and thi 
a devastating effect upon their standard of living and morale. 
Until there are jobs, the poverty of the towns may be greater 
than that of even the countryside. Problems of housing, 
sanitation and feeding the migrants become acute. Concen- 
tration of discontent, privation and despair in proximity with 
conspicuous wealth and comfort becomes a socially explo- 
sive force. The future of these frustrated and turbulent ur- 


ban societies is causing concern all the world over. In Asia, 
Africa and Latin America the portents are 


s has 
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of growth of population and of productivity per head of 
population. Natural resources per head of population are 
not the only factor of productivity, but their significance can- 
not be minimised. Otherwise it is not easy to explain the 
feverish search for sources of raw materials and the rivalry 
to appropriate and control them on the part of the highly 
developed countries in the 19th, and the earlier part of the 
20th, century and, as I shall explain below, even now. 


In view of the increasing maldistribution of the worid 
population in relation to land and natural resources, what 
are the prospects of international migration as a possible 
safety-valve? Students of demography recall that 70 million 
Europeans migrated over the last three centuries to the Ame- 
rica and since 1821, 4 millions to Australia and 1 million 
each to New Zealand and South Africa. France used North 
Africa as an outlet, and most other European countries had 
their special outlets into the colonial areas. After Germany 
had lost her colonies Hitler raised the cry of ‘Lebensraum’ 
or ‘Living Space’. To Asian peoples the opportunity for 
migration was severely limited. As against the emigration 
of 80 million Europeans, the Chinese emigrants numbered 
only 114% million and the Indian emigrants numbered only 
11% million (this was mostly under the evil system of 
‘indentured labour’ which meant importation of labour 
rather than emigration in the usual sense). The days of 
colonial economic development are now over. There is no 
longer any need or possibility of the growth of whitemen’s 
settlements, in view of the slow rate of population growth 
in the countries inhabited by white people. Demographi- 
cally speaking, areas with a low density and moderate growth 
can absorb immigrants. Such areas are in North America, 
Southern parts of South America, Australia and the Sovict 
Union. But at best they need to import technicians and 
skilled workers that underdeveloped countries of Asia them- 
selves need. Moreover, most of the vacant spaces need large 
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investment of capital which may not be motivated by the 
desire to induce immigration. I am leaving aside the ques- 
tion of race prejudice, the labour problem, and the diffi- 
culty of building up multi-racial communities through cul- 
tural assimilation. 


However much one may emphasize the factor of mal- 
distribution of the world’s population in relation to natural 
resources, the contradiction inherent in the international as- 
pect of the population problem is that, scientific, but reck- 
less, exploitation of natural resources, goes hand in hand 
with unscientific aad equally reckless, utilization, owing to 
the tack of knowledge, capital and organization. Thus the 
reckless use of natural environment by the richer countries is 
as much a menace in terms of welfare from the world point 
of view as the unscientific utilization of the environment, 
which is equally unwise in terms of total welfare. 


Scientists have been saying that man has been uncon- 
sciously waging biological and chemical warfare against him- 
self and his environment, the environment being considered 
as inclusive of all the natural conditions of the region in 
which organisms, including man, live—earth, air, water, 
radiation and other living organisms, both vegetable and ani- 
mal. Too much of destruction is going on for short-term 
benefits. The pollution of rivers in the ‘interests of indus- 
try’ and the disturbance of the balance of nature through 
excessive use of pesticides, with the object of raising crop 
yields quickly, are instances of chemical and biological war- 
fare against the environment, which reacts back on man 
himself. Just as land is being ravaged, so the world’s water 


is being robbed of its purity. 70 per cent of the surface of 
the globe is water, of which 90 


i 
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ed four-fold. It takes 290 tons of water to produce 1 ton 
of steel and 1 ton to produce an egg. Water pollution makes 
things worse. Many of the great lakes and stretches of rivers 
are said to be “biologically dead.” The pollution of the air 
is the most insidious, and potentially the most fatal, of all 
the pollution that we are spreading. The increase in the 
amount of fuel burnt in the form of wood, coal, petroleum 
and natural gas during the last 100 years has been so great 
that the carbon-dioxide content of the earth’s atmosphere 
has gone up by 14 per cent. The infra-red energy of sun- 
light is prevented from filtering through in consequence. 
Scientists say that, by the year 2000, the carbon-dixode in 
the air may be sufficient to start the process of the melting 
of the Antarctic ice-cap. Complete melting will raise the 
sea level by 400 feet with disastrous consequences for many 
countries. An American scientist, Professor Commoner, 
has said: “we have come to a turning point in the human 
habitation of the earth. Never before in the history of this 
planet has its thin, life-supporting surface been subjected to 
such diverse, novel and potent agents.” How can we avoid 
the man-made catastrophe, unless we stop this reckless ex- 
ploitation of our environment? 


In under-developed countries poor techniques and un- 
wise exploitation often go together. There is robbery of the 
soil and the environment for the sake of more subsistence. 
Reckless felling of forests, destruction of vegetation cover 
and humus and the increase of salinity and water-logging 
due to faulty planning of canal irrigation are some of the 
familiar instances of unwise interference with nature in 
under-developed countries. 

Tt has been estimated that two-thirds of the world’s con- 
sumers use only five per cent of its primary materials. Afflu- 
ent countries have been helping the poor countries to exploit 
their natural resources by developing industries extracting 
primary materials. The poor countries gain no doubt 
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through the purchase of primary materials by affluent coun- 
tries and the local development of extractive industries. But 
this is no longer regarded as a commensurable gain. There 
is now a demand for more equitable sharing of the full bene- 
fits of the exploitation of primary materials through the deve- 
lopment of secondary industries in countries producing the 
primary materials. Here is an international problem. If 
the world has a common interest in preventing reckless ex- 
ploitation of natural resources, more equitable exploitation 
and more equitable distribution of the benefits of such ex- 
ploitation would be desirable, in the interest of the welfare 
of the world as a whole. If, for example, experts foresee, 
as they do now, the need for world control of fossil fuels in 
the fairly near future, economic statesmanship would de- 
mand a restraint on excessive luxury, i.e., the use of oil for 
unlimited comfort and entertainment in affluent countries, 
or, for the matter of that, in any part of the world. 


Happily, there is now a shif 


t of emphasis towards the 
internation: 


al aspects of the conservation of the world’s na- 
tural resources for the growing world population. Indeed, 
this has now become an important international dimension 
of the population problem. ‘Conservation’ has now become 
as important as ‘exploitation. This change in emphasis is 
now particularly evident in controversies regarding inter- 
national law which should regulate the exploitation of new 
sources of wealth that have now emerged, viz., the sea-bed, 
the sea-floor and the open sea. 


Recently the divergent reaction of underdeveloped coun- 
tries has been noticed, in the case of the law of the sea. 
While the maritime powers of the West and Japan have 
adhered to the traditional three-mile doctrine of the width 
of the territorial sea, underdeveloped countries have thrown 
their weight against it. Indonesia and the Philippines have 
even claimed the waters between the Scattered islands that 
constitute their territories, Mexico, Iceland and many Latin 


ee 
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American countries claim more than three miles. Chile, 
Ecuador and Peru have claimed as many as 200 miles. The 
communist block of countries has claimed 12 miles. It is 
clearly impossible now to re-establish the traditional three- 
mile limit. 

What is the motivation of underdeveloped countries? 
There is the desire to protect their coastal fisheries against 
overfishing by foreigners employing modern and expensive 
equipment. There is the fear that the poorer nations will not 
be able to compete with the richer nations. Considerations 
of security are also relevant. Neutralist nations would like 
to keep hostilities in times of war away from their coast- 
lines. In peace time they would like to lessen the chance of 
pressure by naval demonstrations. There was a compromise 
proposal in 1960, under which the territorial limit was to 
extend to 6 miles, with a further 6 miles of exclusive fishery 
zone for the maritime States after 10 years. The proposal just 
failed to secure the two-thirds majority. There is thus lack 
of agreement on this issue, which is bound to create ten- 
sion. The success of off-shore drilling and possible exploit- 
ation of petroleum reserves lying under the sea-bed along 
the coastlines has added a new dimension to the problem 
of international conflict. 


“Sea-bed” and “sea-floor” are areas in which the poten- 
tiality of modern technology in the age of nuclear energy 
has thrown up uncertain, but exciting, possibilities. That 
is the main reason why the sea-bed and sea-floor have recent- 
ly attracted the attention of experts in international law. In 
one sense, one may say that all territory really consists of 
land and that the territorial belt is in fact land territory per- 
manently submerged under water. As H.A. Smith says in 
‘Law and Custom of Sea’, “it is beyond dispute that the 
authority of the shore State entitles it to legislate for every- 
thing that needs control on, or under, the bed of the sea, 
such as the dredging of channels or the regulation of oyster 
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and sponge fisheries. In some cases mining operations also 
extend from the land below low water-mark”. The only 
limit, as Smith says, is that the exercise of legislative power 
must not interfere with the right of “innocent passage”. On 
the one hand, the sea having an increasingly understood eco- 
nomic potential, is the subject of a legal concept which pres- 
cribes it as being in the Possession of no State, but for the 
common use of all. On the other hand, the economic poten- 
tial of the sea itself supplies the motive for rationalizations for 
increasing the State’s Sovereign possession over neighbouring 
parts of it. For a long time these contradictory motivations 
were sought to be reconciled by the distinction between the 
territorial sea and the open sea, national sovereignty being re- 
cognized in the case of the former, but not in the case of 
the latter. But one cannot say today that national sover- 
eignty is not relevant to the high seas when the natural re- 
sources of the sea-bed and the subsoil of the continental 
and insular shelves and other submarine areas adjacent to 


the territory of maritime States have ceased to be regarded 
as ‘res communis’, y 


The theory of free and unlimited exploitation, by all 
States, of the resources of the sea, because they were sup- 
as now been exploded. Conser- 
s important as exploitation. If 
of the resources have to be intro- 
ctive measures be taken? Some 


territorial waters on the high seas. 
been internationally recognized, provid 
the legitimate interests of third Stat 
based on the freedom of the high seas 
and the distinction between the territ 
seas has become blurred. 


Such measures have 
ed that they safeguard 
es. International law 
has thus been modified 
orial sea and the high 
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But the emergence of new marine zones and “special 
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rights” in areas hitherto part of the high seas, on the osten- 
sible ground of “conservation” or “development”, has un- 
derlined a trend which has caused anxiety to economically 
under-developed maritime States. A cubic mile of sea-water 
contains about 160 million tons of salt, about 20 million 
tons of magnesium chloride and sulphate, about 9 mil- 
lion tons of calcium chloride and carbonate, and about 4 
million tons of potassium sulphate. The sea is the source 
of many other compounds and elements: bromine, carbon, 
silicon, boron, phosphorous, barium, iodine, arsenic; even 
iron, manganese, copper, zinc, lead, as well as many more. 
With recent advances in technology, methods will be found 
for recovering all of them. As Hans Patterson says in his 
book, ‘The Ocean Floor’, “the study of the radioactive ele- 
ments, uranium, ionium, radium, thorium and radio-carbon 
which are present in deep-sea sediments and ocean water 
has proved well worth pursuing further.” The sea-bed is 
becoming important, not because of fisheries and sponge 
beds and oyster-beds but for other reasons. The ocean 
floor has been showing its economic potentialities. 
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